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To Members of the Forty-sixth Colorado General Assembly: 
As directed by House Joint Resolution No. 1017 of. 
the 1966 session,'the Legislative Council submits the 
accompanying report on Financial Institutions for your 
consideration. 
The committee appointed by the Council to conduct 
this study made its report to the Council on November 28, 
1964. At that time the Council adopted the report for 
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Senator Floyd Oliver, Chairman 
Colorado Legislative Council 
Room 341 State Capitol 
Denver, Colorado 
Dear Mr. Chairman: 
Your Committee on Financial Institutions, appointed pur-
suant to House Joint Resolution No. 1017of the 1966 General· 
Assembly, submits herewith its report and recommendations. 
In the conducting of this study the committee conferred 
with numerous representatives of all types of financial institu• 
tions in Colorado and with state officials responsible for 
Colorado regulatory authority over all types of financial insti-
tutions and organizations. The committee believes that legisla-
tive enactment of its recommendations would accomplish several 
objectives. For example, the state's regulatory activity in 
regard to a number of types of financial institutions would be 
centralized under one agency, and numerous gaps in the statutes 
pertaining to the state's regulatory activity would be closed. 
In addition, some of the statutory changes are recommended to 
modernize the present statutes or to provide more explicit au-
thorization or prohibitions of practices of some of the financial 
institutions. 
Since not all of the topics which were suggested for com-
mittee consideration could be included within the scope of this 
study, it is recommended that the 1967 General Assembly authorize 
the Legislative Council to continue the study another year. 
KM/mp 
Respectfully submitted, 
/s/ Representative Kenneth Monfort 




The Legislative Council's Committee on Financial Institu-
tions was created under provisions of House Joint Resolution No. 
1017, 1966 regular session, to undertake a study of the operation 
of financial institutions from the standpoint of the safety of 
investments, deposits, or other types of notes, debentures, or 
securities, and to study the adequacy of the present state regula-
tory authority over these institutions. Members of the General 
Assembly appointed to this committee were: 
Rep. Kenneth Monfort, Chairman 
Rep. W. E. (Bill) Foster, Vice 
Chairman 
Sen. William E. Bledsoe 
Sen. David J. Hahn 
Sen·. Donald E. Kelley 
Sen. Vincent Massari 
Sen. Lowell E. Sonnenberg 
Rep. Ray H. Black 
Rep. Floyd K. Haskell 
Rep. Gerald Kopel 
Rep. Hubert M. Safran 
Rep. Donald E. Strait 
Rep. John D. Vanderhoof 
In conducting this study, the Committee on Financial Insti-
tutions held a series of eight meetings in which the statutes 
pertaining to practically all types of financial institutions in 
Colorado were reviewed. Statements and recommendations were re-
ceived from representatives of state associations for all types of 
financial institutions and from officers of individual corpora-
tions and organizations subject to state regulation. The state 
bank commissioner, Mr. Harry A. Bloom. and the state insurance, 
commissioner, Mr. J. Richard Barnes, were extremely helpful and co-
operative in assisting the committee. 
This report consists of three sections: The committee re-
port and -recommendations; a background report on the regulatory 
responsibilities of the insurance and banking departments; and an 
appendix containing the bills prepared by the committee for legis-
lative consideration. 
Assisting the committee were James c. Wilson, Jr., assistant 
attorney general assigned to the Legislative Reference Office, 
and Stanley Elofson, Senior Research Analyst, and Richard Leven-
good, Research Assistant, of the Legislative Council staff. 
November 29, 1966 
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Lyle C. Kyle 
Director 
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COMMITTEE REPORT AND RECOMMENDATIONS 
Background for this Study 
House Joint Resolution No. 1017 of the 1966 regular session 
of the General Assembly directed the Legislative Council to 
••• undertake a study of the operations of those 
financial institutions or organizations which 
accept deposits or investments, issue certificates 
of indebtedness or certificates of deposit, or 
sell, trade, or exchange notes, debentures, or 
other securities, and which appear to lack ade-
quate regulation and control by any state or 
federal agency; and a study of the present regula-
tory authority of state agencies over such insti-
tutions or orqanizations, with a view toward up-
dating and strengthening the pertinent. statutes of 
this state. 
It was noted in this resolution that several financial insti-
tutions or organizations in Colorado had recently experienced fin-
ancial difficulties, had been placed in receivership, or had gone 
out of business with a resultant economic loss to the citizens of 
the state. 
The Legislative Council's Committee on Financial Institutions 
directed its primary attention to legislative issues involving the 
safety of investors, depositors, shareholders, and holders of vari-
ous types of indebtedness. Since another committee of the Legisla-
tive Council was studying various aspects of consumer problems, 
including issues of interest rates charged, areas of contracts and 
arrangements of financial institutions with their customers was 
not a primary consideration of this committee. Included with the 
recommendations, however, are some items which are considered par-
ticularly beneficial to the general public in dealings with finan-
cial institutions. The seriousness of the problem of providing 
adequate supervisory authority by the state agencies over financial 
institutions in the state is indicated by the following list of 32 
financial institutions which have failed in this state during the 
last six years: 
National Banks (not subject to state regulation) 
Brighton National Bank, Brighton 
First National Bank of Saguache. Saguache 
Industrial Banks 
Boulder Industrial Bank, Boulder 
Home Industrial Bank, Aurora 
- xi -
Title and Guaranty Companies 
National Title and Guaranty Corporation, Denver 
Credit Unions 
All Star Credit Union, Pueblo 
Building Service Credit Union, Denver 
Cloverleaf Employees Credit Union, Denver 
Craig White Credit Union, Denver 
Denver Japanese Credit Union, Denver 
Gazette-Telegraph Credit Union, Colorado Springs 
Hotel-Restaurant Credit Union, Denver 
Iron Workers Credit Union, Denver 
Kendrick-Bellamy Employees Credit Union, Denver 
No. 7 Retail Clerks Credit Union, Denver 
Petroleum Retailers Credit Union, Denver 
Pueblo Transit Credit Union, Pueblo 
Stemac Employees Credit Union, Denver 
T. H. Credit Union, Denver 
Titan Credit Union, Littleton 
Upholsterers No. 22 Credit Union, Denver 
Waiters and Porters Credit Union, Denver 
Weicker Southern Credit Union, Pueblo 
Westminster Fellowship Credit Union, Westminster 
Wonder Credit Union, Pueblo 
Finance Companies 
Joe Newcomer Finance Company, Colorado Springs 
Industrial Finance Company, Englewood 
D. & R. G. Mutual Loan Association, Grand Junction 
Insurance Companies 
Colorado Credit Life, Inc., Boulder 
Western Standard Indemnity Co., Denver 
World Life Assurance Society, Ltd., Denver 
Other Financial Institutions 
Republic Savings Corporation, Denver 
These institutions failed for a number of reasons. For ex-
ample, dishonest management and juggling of books were factors in-
volved in the failure of some institutions including the Brighton 
National Bank, the Joe Newcomer Finance Company, and the Industrial 
Finance Company of Englewood. The draining of corporate funds for 
use by alter ego corporations was a practice engaged in by some of 
the organizations which failed. Inept or unqualified management 
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was among the principal causes of the failure of some of the credit 
unions and the insurance companies. In addition, it was reported 
by the insurance department that all of the insurance companies which 
failed had allowed their financial reserves to fall below minimum 
requirements. 
Along with these problems, the committee has concluded that 
additional factors of inadequate supervisory authority or the total 
lack of statutory authority has precluded the proper regulation and 
supervision of financial institutions in Colorado. These areas of 
statutory omission were significant elements in the failure of many 
of these institutions. Because of these areas of omission, the com-
mittee addressed itself to preparing recommendations: (a) filling in 
areas involving financial institutions which are not now subject to 
state supervision; (b) strengthening the present regulatory authority 
of state agencies; (c) placing all financial institutions of the 
same type under a single regulatory agency; and (d) modernizing out-
dated statutes under which some types of financial institutions must 
operate. 
The recommendations submitted by the committee may be placed 
in two general categories: legislation affecting the state insurance 
department and legislation pertaining to the regulatory authority 
of the state banking department. Items of interest to all of the 
state's financial regulatory agencies, including the state securities 
commissioner and the savings and loan department, are mentioned at 
the conclusion of this report. 
Capital and Surplus Requirement for 
Insurance Companies 
Basic issues of public policy are present when considering 
minimum financial standards of capital, guaranty funds, and surplus 
which should be required for insurance companies admitted to the 
state. Exclusion of smaller companies by unrealistic requirements, 
or prohibiting new companies from commencing their operations because 
of overly-high financial requirements would be considered arbitrary 
and an irresponsible policy. On the other hand, inadequate financial 
reserves has appeared to be one of the frequent problems encountered 
by insurance companies in financial difficulty. A poorly-managed 
insurance company will not be any less poorly operated because a 
state may have high financial requirements, but the public may be 
better protected against possible failure of the company if the fi-
nancial requirements are relatively high rather than low. 
As is the case with some of the other areas of financial in-
situtions in Colorado, there are two separate sets of financial re-
quirements established for insurance companies authorized to conduct 
business in Colorado. Requirements for companies licensed in the 
state prior to May 6, 1963, with the exception of multiple line 
companies, are one-half as high as the standards for companies which 
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have entered the state since that date. The reason for the differ-
ence in requirements is that the 1963 legislation increasing these 
standards contained a "grandfather" clause exempting already admitted 
companies from the higher level of requirements. All multiple line 
companies have the same financial requirements, however. 
The committee recommends enactment of legislation to place 
the financial requirements of all licensed insurance companies at 
the higher levels of requirements established by the 1963 session. 
Legislation has been prepared (Bill A in the Appendix) which would 
increase on a five-year, graduated basis the financial requirements 
for all companies which are presently at the lower level of require-
ments. It is recommended that a minimum of one-fifth of the new 
requirements be added by all companies each year unless this re-
quirement is waived by the insurance commissioner in consideration 
of extraordinary circumstances involving individual companies. The 
five-year requirement for meeting the new standards could not be 
waived, however. 
Nonprofit Hospital, Medical-surgical 
and Health Service Corporations 
One area of insurance in which there is no supervisory author-
ity for the state insurance department is in prepaid, nonprofit 
hospital, medical-surgical and health service corporations. Colorado 
Blue Cross-Blue Shield and Hospital Service, Inc., of Fort Collins, 
are the major nonprofit corporations organized in Colorado which 
offer prepaid health services to their subscribers. There have been 
smaller corporations offering certain prepaid health services which 
have been organized from time to time to offer prepaid services such 
as ambulance or prescription services. The smaller companies have 
been of particular concern to the insurance department as some have 
failed and caused economic loss to their investors and to their sub-
scribers. 
The committee has concluded that a principal problem with 
which legislation should be concerned is in the maintenance of mini-
mum financial reserves of companies in order to help avoid their 
failure, and also to prevent situations in Y.hich promoters can or-
ganize unstable companies with a minimum of capital. For these 
reasons, the legislation recommended by the committee (Bill Bin 
the Appendix) would (a) provide incorporation and licensing proce-
dures similar to other types of insurance companies; (b) require 
maintenance of minimum financial reserves, based on minimum reserves 
plus a sliding scale to account for the varying size of organiza-
tions in this line of insurance; (c) require filing of the corpora-
tion's membership certificates and fee schedules with the insurance 
department; (d) provide for an examination by the insurance depart-
ment of the company books at least once every three years; and (e) 
require the filing of annual corporate statements with the insurance 
department reporting information such as subscription fees collected 
and the amounts paid annually in benefits to subscribers. 
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In its consideration of legislation in this area, three types 
of exemptions or special provisions which would have altered the 
scope of the state's regulatory authority over these companies were 
suggested to the committee. The decisions reached in regard to these 
exemptions are indicative of the committee's reasoning in regard to 
the type of regulatory authority which should be provided over 
financial institutions of this type; 
(1) The committee rejected the idea of exempting the organi-
zations which offer insurance coverage for heatth services in limited 
localities or geographic areas, or which offer a single, specialized 
service such as prescription, dental care, ambulance, or ere-care 
services. It is the belief of the committee that the smal organi-
zations should be subject to the same regulatory authority as re-
quired for larger organizations, just as small insurance companies 
in other lines of insurance are not exempted from the insurance code. 
However, health service plans provided through employers or labor 
unions which offer health plans to their employees or members on a 
self-insured basis should not be included under this act. The Gen-
eral Assembly may wish to consider problems of exempting additional 
organizations which offer insurance benefits,- such as certain pro-
fessional groups, from regulation under the act. 
(2) A sliding scale of minimum financial reserves in the 
guaranty fund, based on total subscription income for the previous 
year, is recommended as a means of providing financial requirements 
having some relationship to the potential liability assumed by these 
companies. The plan recommended for determining the guaranty fund 
would base the amount of the fund on the preceding year's subscrip-
tion income: 
(a) Subscription income not 
exceeding $2,000,000: 
(b) Subscription income exceed-
ing $2,000,000 but not ex-
ceeding $10,000,000: 
(c) Subscription income exceed-
ing $10,000,000: 
Five per cent deposit 
Two and one-half per 
cent, plus the deposit 
required in (a) above 
One per cent, plus de-
posit required in (a) 
and (b) above. 
Some of these required amounts are recommended to be placed on de-
posit with the insurance department. The deposits are to be on a 
sliding scale of a minimum of $50,000 to a maximum of $150,000, 
determined according to the subscription income. Funds on deposit 
would be maintained in separate safe deposit boxes in Denver banks 
and would be controlled jointly by the insurance department and 
each company. · 
(3) Since corporations in this line of insurance are non-
profit service organizations, a premium tax should not be assessed 
for subscription income collected. However, a charge of $50 per 
day for each examiner should be paid by these companies to help pay 
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for the administrative expenses of the state insurance department 
in conducting the examination required at least once every three 
years. No travel or per diem expenses for the department's exami-
ners would be paid by the companies, as these expenses would be 
offset in the $50 per day charge. 
Title Insurance 
Two separate state agencies -- the banking department and the 
insurance department -- are responsible for the regulation of the 
title insurance industry at the present time in Colorado. Foreign 
title insurance companies are subject to the general regulation of 
the insurance department, while domestic companies are supervised 
by the banking department. The committee has found that the exist-
ence of two separate regulatory provisions pertaining to this trpe 
of insurance has resulted in inconsistent supervision over fore gn 
and domestic companies and that the scope of regulatory authority 
exercised by the two state agencies is not adequate for this line 
of insurance. A number of inconsistencies and omissions in the 
present statutes may be noted as causing the inconsistent and in-
effective supervision of these financial .institutions: 
(1) Domestic companies, under the banking department, have 
no rate filings or review of policy forms, whereas foreign companies 
are required to file their rating schedules and policy forms with 
the insurance department. Domestic companies may reduce their rates 
and offer rebates but foreign companies may not do so. 
(2) There is no examination or licensing requ_irement for 
agents of domestic companies. On the other hand, the examination 
of agents for foreign companies is required and this is conducted 
on the basis of the casualty insurance article in lieu of specific 
authority to give examinations covering the title insurance area. 
(3) The only major control of the banking department over 
domestic title insurance companies is in the checking of their re-
serve funds which are to be investments in first mortgages or other 
approved types of securities. 
(4) Foreign title insurance companies are licensed under and 
subject to regulation as casualty insurance companies, even though 
the casualty insurance business differs greatly from the title 
insurance business. 
During its study, the committee met on several occasions with 
the insurance department personnel and with representatives of title 
insurance companies to discuss possible legislation which would pro-
vide more adequate regulation of the industry. Considerable progress 
appears to have been made within the industry toward the formulation 
of legislation acceptable to all segments of the industry. However, 
the final draft of legislation prepared by industry representatives 
and the insurance department for consideration by the committee was 
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not available until the committee's last meeting. Since time waa 
no~ adequate for consideration of all aspects of the proposed leg-
islation, the committee has included, without recommendation, a copy 
of the bill on this subject (Bill C in the Appendix). The general 
conclusion was reached, however, that the title insurance area 
needs legislative consideration to correct the divided regulatory 
activities br two state agencies and to strengthen the state's super-
vision in th a area of the insurance industry. 
Credit Life and Credit Health 
and Accident Insurance 
The committee has concluded that more adequate regulatory 
authority should be provided the insurance department in regard to 
supervision of credit life and credit health and accident insurance. 
This type of insurance is purchased by a debtor for the purpose of 
providing an indemnity for any payments which the debtor may be un-
able to make on a loan in the event he should die or become disabled. 
There is limited authority exercised over this type of insur-
ance by the banking and insurance departmenta at the present time. 
An insurance department bulletin has attempted to stop the practice 
of certain credit insurance companies of accepting insurance writ-
ten by unlicensed individuals. Colorado insurance statutes provide 
limited authority over the sale of group life credit insurance in-
cluding some general requirements for the writing of policies [c.R.s. 
72-6-1 (3)). This section does not pertain to individual life (not 
group insurance) credit insurance policies, however. 
The authority of the insurance department over group health 
and accident insurance appears to be vague and imprecise lC.R.S. 79-
10-16), while individual credit health and accident insurance is not 
covered within regulatory authority of the insurance department. 
For example, there is no specific requirement for the filing or 
approval of policies; and rates, which are filed, are not subject 
to approval or disapproval by the insurance department. 
In addition to the limited responsibilities of the insurance 
department in the area of credit insurance some supervision is con-
ducted by the banking department under the Consumer Finance Act 
(C.R.S. Chapter 73, Article 4). Certain checks are made by the 
department on insurance rate charges and refunds granted, and a 
prohibition of a requirement for the purchase of insurance as a 
condition of a loan is contained for loans under the Consumer Fin-
ance Act. 
Problems reported to the committee in this area include ex-
cessive premium rates charged for borrowers and failure to make 
proper refunds on insurance covering loans paid in advance of the 
maturity date. Writing of credit insurance for longer periods 
than the loan or for larger amounts that the loan and the payment 
of excessive commission rates by companies in this line of insur-
ance are practices which should be subject to state regulation. 
The committee believes that there is a need for more complete 
regulation of credit insurance written in Colorad~. Specific re-
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sponsibility should be assigned to the insurance department for 
approving rates and policy provisions. Policies, for example, 
should contain such items as refund provisions and limitations on 
the amount and length of time for which the insurance is written. 
The committee recommends enactment of the model bill on credit in-
surance prepared by the National Association of Insurance Commis-
sioners (N.A.I.C.) as the means of providing effective supervision 
in this area of insurance. Information reported in the book Trends 
In Consumer Credit Legislation indicates that a significant number 
of states, a total of 29 state~, have enacted legislation substan-
tially similar to the model act prepared by the N.A.I.C. The same 
source reports that in some of the remaining states a general 
credit in~urance act, not patterned after the N.A.I.C. bill, is 
in force.l (Bill Din the Appendix.) 
Motor Clubs, Associations{ and Travel 
Promotion Organize ions 
Motor clubs and travel promotion organizations present two 
problems which the committee believes should be resolved by com-
prehensive legislation: first, a number of benefits offered by 
these organizations are insurance benefits; and, secondly, certain 
facets of operation by this type of financial institution are con-
sidered potential areas of fraudulent activity for which additional 
regulatory provisions are needed. 
For the last six years the insurance department has attempted 
to regulate the operations of motor clubs on the basis that legal 
protection provisions typically provided in club membership contracts 
constitute conducting an insurance business in Colorado. Supervisory 
activity by the insurance department has been based on a May, 1960, 
opinion of the Attorney General and on the general regulatory pro-
visions of the Colorado insurance statutes. Upon determining that 
the membership contracts of some clubs contained insurance provi-
sions, the insurance department directed the organizations concerned 
either: (a) to remove the insurance provisions from the contracts; 
(b) to qualifr as an insurance company; or (c) to have the insurance 
coverage prov ded by a licensed insurance companr• There is no auth• 
ority, however, for adequate supervision over a ong list of non-
insurance benefits offered by these organizations. Examples of non-
insurance benefits include towing services, emergency road service, 
travel service, theft rewards, and emergency ambulance service. 
It is the unregulated aspects of motor clubs and travel pro-
motion organizations that the committee believes to be areas of po-
tential fraudulent promotional activities. Clubs or organizations 
in this area can be started without first meeting minimum financial 
standards by persons who have no intention of providing benefits for 
members after collecting substantial amounts in membership fees and 
dues. Such persons may leave the state with little fear of either 
1. Curran, Barbara A., Trends in Consumer Credit Legislation. 
(Chicago: University of Chicago Press, 1965). Pp. l25-l28. 
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being apprehended by Colorado authorities or being sued by indivi-
duals for collection of benefits promised. There are, of course, 
highly reputable motor clubs and motor travel promotional organi-
zations in the state which have had long histories of providing 
their advertised services to the public. 
To deal with the problems discussed above, the committee recom-
mends legislation to provide adequate supervision over a number 
of features of travel organizations. The bill recommended by the 
committee (a) includes specific definitions of the services 
and benefits offeredJ (b) provides for licensing by the insurance 
department of persons engaged in the operations of travel organiza-
tions in Colorado; (c) requires applicants seeking a license in 
the state to make a deposit of cash or securities with the insur-
ance department, or a bond in lieu thereof, unless the organiza-
tion already has a certain amount of net worth located in the states 
and (d) provides penalties for violation of the act (Bill E in the 
Appendix). 
Commercial Bank Statutes 
The committee has found that the banking department, in gen-
eral, is provided the necessary regulatory authority to supervise 
state banks in Colorado. A major exception to this statement, how-
ever, concerns the addition of a needed provision to prohibit the 
assumption of control of a bank by persons who have been convicted 
of a felony or fraud. Most of the other recommendations of the 
committee relate to removal of obsolete, outdated, or needlessly 
restrictive procedures found in the banking code \Bill F in the· 
Appendix). 
Since the changes proposed relate to a number of specific 
amendments covering a variety of subjects, each amendment is dis-
cussed separately below: 
Accounts and interest. C.R s. 14-3-2. The recommended 
changes wou d remove the outdate re erence to a maximum three per 
cent interest rate on savings and time deposits which may be paid 
by state banks, and would provide that the state banking board 
could establish maximum interest rates which are "prudent and 
sound." 
C.R S. 14-6-2. The' 
committee recommen st at t e ,5 m tat on on e amount which 
a bank may lend to its officers or employees should be removed as 
constituting an unnecessarily restrictive limitation in view of 
present economic conditions. C.R.s. 14-9-17, discussed below, would 
retain adequate restrictions on the amounts of bank loans. 
prov 
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loans, secured by first liens, upon improved as well as unimproved 
real estate. The determination of improved and unimproved property 
is sometimes based on arbitrary definitions or interpretations. 
This unnecessary restriction has made it necessary for some resi-
dents to obtain loans from banks in other states which permit loans 
on unimproved property. 
Bank charterin rocedures. C.R.s. 14-9-6 throu h 14-9-9 • 
The present cumbersome procedure off ng a notice o intention to 
organize a state bank should be eliminated. A simplified procedure 
should be used under which the application for a charter would pro-
vide all of the essential information now contained in the notice 
of intent. This change would eliminate an unnecessary waiting 
period before the banking department commences its processing of 
an application for a charter. 
A revised fee schedule of $1,000 for the filing of an appli-
cation for a chrrter, with a provision for $750 refund if the appli-
cation is withdrawn, is suggested as a more realistic fee schedule 
than the present $500 filing fee, none of which can be refunded 
if the application is withdrawn. 
A new subsection (3) is recommended for C.R.S. 14-9-8 to 
specify the procedures to be followed by the state bank commissioner 
relative to the notification of interested parties of the receipt of 
an application to organize a new bank. 
It is suggested that a requirement be added that application 
for a bank charter is to be made within six months from the date of 
the first contact to subscribe for stock (C.R.S. 14-9-9 (l)}. 
The application for a bank charter should provide informa-
tion on the amount to be borrowed and from whom borrowed on any 
stock issued to a subscriber possessing more than five per cent 
of the capital stock. This additional information would assist 
in the detection of any undesirable connections between banks and 
would help prevent the control of banks from residing with persons 
who cannot legally possess control. 
In addition, the committee recommends that banks be subject 
to involuntary liquidation if the banking board finds that control 
of a bank has been assumed by a person, or organization controlled 
by a person, who has been convicted of a felony or fraud in this 
state or in any other jurisdiction. The board may determine, how-
ever, that the person has been rehabilitated and that the bank will 
be honestly and efficiently managed. 
Directors - meetin s - duties. C.R.S. 14-9-17 • Two amend-
ments are suggested for this section. Te f rst wou d increase the 
size of loans that do not require approval of a bank's board of 
directors. The committee believes t.hat the time of a bank's board 
of directors would be used more effectively in carefully checking 
larger loans than in checking the smaller loans. 
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The second amendment pertains to trust investments, which the 
committee believes should be checked by the board of directors at 
least twice a year. If such a check cannot be made that frequently, 
the committee would hold that the bank should not engage in this 
type of an account. 
Credit Union Statutes 
The committee has found that the present article of the Colo-
rado statutes which pertains to credit unions (C.R.s. Chapter 38, 
Article l) is in need of revision for three fundamental reasons: 
(l} The present statutes contain certain outdated rovisions 
pertaining to the operation of credit unions which are in need 
of modernization; 
(2) Some of the statutes are in need of greater clarifica-
tion and corrections in meaning, grammar, and in the use of terms; 
and 
(3) Strengthening is needed iD some aspects of the regula-
tion of credit unions by the banking department and in the internal 
operations of credit unions required under Colorado statutes. 
The bill which the committee recommends relative to credit 
unions is contained in the Appendix to this report (Bill Gin the 
Appendix) with an analysis of the changes recommended in each sec-
tion. 
As an example of efforts to modernize the credit union statutes, 
C.R.S. 38-1-1 has been substantially modified to eliminate outmoded 
terminology and to make the filing of articles of incorporation more 
comparable to the procedures followed by other financial institutions 
in Colorado. Other examples of modernization include changes in 
C.R.S. 38-1-2 to provide for the issuance by the bank commissioner 
of standard by-laws under which all state-chartered credit unions 
must operate; extension to credit unions of legal authorization to 
engage in activities which are already existing, such as the right 
to hold membership in the Colorado Credit Union League, to make 
contracts, to sue and be sued, and to adopt a corporate seal (38-1-4 
(1), (h), (i), (j), and (k)); and statutory authorization to purchase 
real or personal property which is incidental to the orerations of 
a credit union but which is necessary for the expansion of a credit 
union's business. 
An example of amendments of clarification of the use of terms 
and in meaning of words is found in C.R.S. 38-1-5 in the definition 
of what constitutes a member's "immediate family," upon whom member-
ship in a credit union automatically devolves. "Immediate family" 
is presently defined to include a "spouse, child, includinq a child 
by adoption, parent, brother, sister, aunt or uncle and any such 
step relationship," or, in short, almost anyone related to the actual 
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member. For purposes of refining and clarifying the definition, 
"immediate family" "shall be deemed to mean persons related by 
blood, by marriage or by adoption and living together under one 
roof and as one household." 
Perhaps the most significant changes are found in the third 
category of amendments which would strengthen the state's regula-
tory authority and the internal operations specified under the 
statutes for credit unions. One example is C.R.s. 38-1-6 providing 
greater regulatory authority for the state bank commissioner over 
the operations of credit unions, including the power to issue rules 
and regulations pertaining to their supervision. C.R.S. 38-1-6 (4) 
would give a credit union the right to appeal decisions of the 
bank commissioner. C.R.S. 38-1-11 would strengthen the auditing 
authority of a credit union's supervisory committee by providing 
that the committee may hire certified public accountants to conduct 
both the quarterly and annual audits. C.R.S. 38-1-9 (1) (j) would 
permit the boards of directors of credit unions to provide compensa-
tion for necessary clerical and auditing assistance. At the sug-
gestion of the bank commissioner, C.R.S. 38-1-20 was rewritten in 
order to specify procedures for both voluntary and involuntary 
suspension and liquidation of the operations of credit unions. 
Presently, C.R.S. 38-1-20 only outlines the process to be followed 
in cases of voluntary dissolution. 
Changes recommended in C.R.S. 38-1-4 (1), (d), (e), and (f) 
represent an attempt to clarify, delineate, and restrict the invest-
ment powers of credit unions. Subsections (d) and (d), as amended, 
would provide revised restrictions on the investments of credit 
unions. 
The Committee on Financial Institutions also recommends the 
adoption of an amendment to C.R.s. 38-1-4 (f) which specifies that 
credit unions can invest in securities insured by the United States 
and in state and municipal bonds. A limitation is suggested that 
a credit union's investment in common stocks, mutual funds, or 
other uninsured securities be restricted to ten per cent of the 
credit union's capital. The present language of C.R.S. 38-l-4(f) 
was deemed too broad, as it allows credit unions "to invest in any 
investment legal for savings banks or for trust companies." 
Solicitation of Funds From the Public 
One of the areas of chief concern to the committee involved 
the solicitation or acceptance of funds from the public by persons 
in the business of making loans. A substantial portion of committee 
time was given to the preparation of legislation to provide supervi-
sion in this presently unregulated area. Numerous problems encoun-
tered by the committee in the consideration of this legislation 
are noted below and are described in further detail in the research 
portion of this report. Other problems have been encountered by 
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the finance industry in relation to this bill and these issues 
should be considered at hearings by the legislature. 
One method by which some consumer finance companies have 
raised funds for the operation of their businesses has involved 
the solicitation or acceptance of funds from the public. A total 
figure of moneys received from the public by the consumer finance 
industry over a given period is difficult to determine, but the 
amount of public funds held br companies in this industry would 
total several millions of dol ars each year. Funds received 
from the public have a wide variety of arrangements for repayment, 
including demand notes, investment certificates, long and short 
term promissory notes, and other types of debentures. Some com-
panies reportedly have issued passbooks to individuals in the 
maintenance of the accounts of funds received and withdrawn. 
Information received from consumer finance companies indi-
cates that the solicitation or acceptance of funds from the public 
is not used by all companies. Some firms have preferred to use 
financin~ from established lines of credit with other financial 
institutions; others rely on family sources or funds from partners, 
close associates, or stockholders; and other companies use combina-
tions of these sources as their needs for funds arise. 
In addition to the numerous methods by which these companies 
obtain their funds, it was found, that the variety of financial stand-
ards for companies within the industry makes it impossible for the 
committee to recommend establishing appropriate financial standards 
companies would need to meet before they could solicit or accept 
public funds for their operations. Standards of capital structure, 
which would be considered reasonable for some companies, were found 
to be unnecessarily restrictive for other companies, and of little 
applicability to the financial strength of other companies. 
Because of the variations peculiar to this industry, the com-
mittee recommends legislation which provides two concepts of regu-
latory control over promissory notes solicited or accepted from the 
public (Bill Hin the Appendix). First, the public would have 
the protection of full disclosure of information concerning the 
terms and conditions of the funds invested with companies engaging 
in this type of financing. For example, the bill would provide 
that certain information is to be clearly stipulated on the notes, 
such as the priority or rights of the holder of the promissory 
note, that the transaction is an unsecured loan and not a deposit, 
and that the general creditors of the company may have claims on 
the company's assets which are prior to the claims of the holder 
of the note. 
The second concept of regulatory control provided under the 
bill pertains to the authority of the banking department to protect 
the funds of the public. Companies accepting or soliciting funds 
from the public would be required to submit certain information to 
the banking department. Annual statements of ownership and manage-
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ment, for example, are to be provided and are to be kept up to date 
with changes in management. The banking department would be autho-
rized to examine the records and financial condition of companies 
engaging in this type of financing and would be provided authoritr 
to take appropriate legal action to protect the funds of the publ c. 
Trust Company Statutes 
The situation in regard to the regulation of trust companies 
is illustrative of both ineffective supervisory authority provided 
for a state regulatory agency and antiquated statutes in need of 
revision. Trust companies may be organized under elther of two 
articles in the Colorado statutes, Article 15 or Article 16, C.R.s. 
Chapter 14. The regulatory authority provided by these articles, 
however, is not satisfactory and has permitted a situation in which 
trust companies have operated in a manner similar to consumer finance 
companies or as institutions engaging in general banking business. 
The recommendation of the committee is that Article 15 be repealed 
and that Article 16 be amended to provide satisfactory regulatory 
authority over all trust companies organized in Colorado (Bill I 
in the Appendix). 
Specific changes recommended for Article 16 include the 
amendment of the following sections: 
Powers of trust companies. (C.R.S. 14-16-3). This section 
was reported by the banking department to provide the largest loop-
hole for trust companies conducting general banking or a consumer-
loan business. More explicit powers, limited to the trust business, 
are contained in the amendments recommended by the committee. 
Power of court C.R.S. 14-16-4 • More detail 
concerning t e power of courts over trust compan es s recommended 
under this section as revised by the committee. 
Liabilit of stockholders. C.R.S. 14-16-6 • The committee 
believes that t e iability of stockho ders in trust companies 
should be the same, and not greater than, the liability of stockhold-
ers in commercial banks. The committee therefore recommends removal 
of the personal liability of trust company stockholders. 
Investments. (C.R.S. 14-16-8). The present statute is re-
ported to have not prohibited the comingling of all trust funds by 
some companies. This section should be amended to require a separ-
ate account for each trust held by a company. 
c.R.s. 14-16-10 and 
Certificate of authorit • .R.s. 14- • These sect ons s ould 
e combine to spec y that the superv sion of trust companies is 
under the jurisdiction of the banking department and to outline 
the procedures and guidelines for chartering trust companies. The 
new requirements for chartering would be similar to the chartering 
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requirements in the commercial bank and industrial bank statutes. 
The recommended procedures would eliminate situations under the 
present statutes, mentioned by the bank commissioner, of trust 
companies commencing their operations before their charter is 
granted by the banking department. 
Discontinuin trust business. It is recom 
mended ta a corporation c w s es to scon nue a trust bu1i-
ness should be required to furnish satisfactory evidence of its 
release and discharge from all obligations and trusts. Such a 
provision would prevent a trust company from leaving its operations 
without finishing its business with the courts. 
Effective date. Since some time would be required for exist-
ing trust companies to comply with provisions of the amended act, 
the committee recommends that the existing trust companies be 
given until July 1, 196~, to comply with the act. 
Items Not Recommended by the Committee 
Regulation of Unfair and Deceptive Acts in the Sale of Life Insur-
.!!!£! 
One of the items under study by the committee was a bill from 
the 1961 General Assembly (H.B. 437) which would have added a provi-
sion in the insurance statutes to prevent insurance agents from 
making false and decptive claims concerning stock benefits when en-
aaging in the sale of life insurance. Complaints have been made 
in the past that some insurance agents had led prospective buyers 
to believe that they would obtain stock benefits in an insurance 
company with the purchase of insurance from the company. 
The committee found that additional regulatory legislation 
on this matter was unnecessary since the insurance department is 
exercising adequate regulatory authority designed to prevent this 
practice from reoccurring in Colorado. Under the general powers 
of the insurance commissioner (C.R.S. 72-1-52), a departmental 
bulletin (No. 44 of May 19, 1965) has been issued which defines 
various acts and practice·s which are contrary to the public interest 
and which would be in violation of specific sections of the insurance 
code. The bulletin includes definitions pertaining to unfair methods 
of competition, including offers of stock benefits. 
Insurance Sold by Mortgage Lenders 
Legislation is not considered necessary by the committee to 
prohibit a lender on real property from requiring a borrower to 
purchase mortgage insurance written or sold either by the mortgage 
lender or by an insurance agent or broker designated by the lender 
as a condition precedent to making, renewing, or continuing a loan. 
The bill considered by the committee, S.B. 174 of the 1963 session, 
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would also prohibit a mortgage lender from refusing to establish 
an insurance premium escrow account solely because the borrower 
chose to buy hazard insurance from another agent. 
The conclusion was reached that the insurance commissioner 
currently possesses adequate authority to prohibit such unfair 
insurance practices by mortgage lenders under C.R.S. 72-14-9, 
which pertains to unfair and deceptive acts not specifically defined 
elsewhere in the statutes. It was the belief of the insurance com-
missioner and other conferees that this matter should be attempted 
to be resolved by agreements between mortgage lenders and insurers. 
In this regard, "Uniform Insurance Practices Code" has been adopted 
by the Colorado Insurors' Association, Inc., and the Savings and 
Loan League of Colorado. This code outlines the rights and duties 
of borrowers, lenders, and independent mortgage insurance agents 
and provides for the establishment of a grievance committee, composed 
of members of the subscribing groups, to work out satisfactory solu-
tions to complaints arising out of alleged violations of the code. 
Representatives of the Savings and Loan League and the Colorado In-
surors' Association stated their belief that -the code was working 
satisfactorily to all parties. 
Other Issues Considered 
Consumer - Type Loans Offered by Savings and Loan Associations 
Another issue.which came to the attention of the committee 
concerned an authorization, subsequently withdrawn, granted by 
the state savings and loan commissioner to permit savings and loan 
associations to offer short-term, consumer-type loans, not secured 
by first lien trust deeds or mortgages upon improved real estate. 
During the period in which the commissioner's ruling was in effect, 
19 of the 37 state-chartered savings and loan associations had re-
ceived approval of their loan plans to engage in this type of lend-
ing. Such loans generally, but not exclusively, would be made for 
home improvements. 
The committee's activity in regard to the decision authorizing 
this type of lending activity was to confer at two of its meetings 
with the savings and loan commissioner and to obtain an opinion of 
the attorney general in regard to whether the commissioner had 
statutory authoritr to permit savings and loan associations to 
make this type of oan. In his opinion, the attorney general held 
that there was not statutory authority for the authorization of 
such loans by the savings and loan commissioner. 
Several factors were mentioned by the commissioner as influ-
encing his decision to permit consumer-type loans to be written by 
savings and loan associations. One factor cited was the recent 
general decline in the demand for home loans experienced by savings 
and loan associations. Among other advantages, savings and loan 
associations could obtain greater liquidity from the shorter term 
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consumer-type loans than is possible if restricted to longer term 
home loans. Benefits to the public from this type of loan were 
suggested including lower interest rates than available from other 
types of financial institutions. The savings and loan commissioner 
further suggested that savings and loan associations should be permit-
ted to become lending institutions serving all borrowing needs for 
the general public. 
The committee, of course, was concerned with several factors 
in the decision to permit this type of lending activity, including 
the questionable procedure followed in authorizing such loans. Any 
authorization for savings and loan associations to offer consumer-
type loans is properly a legislative decision. Careful legislative 
consideration would need to be given not only to the factors men-
tioned above but also to the impact of such a decision upon other 
types of financial organizations including commercial banks, indus-
trial banks, and consumer finance companies. Among other elements 
which should be considered in any decision authorizing such loans 
is the demand for home loan money and the potential effect of any 
decision which may tend to make the present "tight money" situation 
even more severe than it is at the present time. 
Administrative Reorganization 
Time after time the committee ran into problems in which there 
was serious doubt as to whether the public interest was receiving 
enough attention in matters concerning the four state agencies --
the banking department, the insurance department, the savings and 
loan department, and the division of securities. Each of these 
four state agencies is headed by a commissioner who is very familiar 
with the financial institutions or activity which he must supervise. 
Often times the commissioner has come from the business that he must 
now regulate. This background may well tend to prejudice an indivi-
dual in favor of the financial institutions which he must regulate. 
It is the belief of the committee that reorganization of these 
agencies must occur to assure the public and the legislature that 
the public interest is indeed protected. The exact form of this 
reorganization must correspond with the general reorganization of 
state government based upon the limit on the number of departments 
within the executive branch of state government as approved by the 
electorate this November (Amendment No. 1). 
However, the committee would suggest that the insurance depart-
ment, the banking department, the savings and loan department, and 
the securities commissioner be placed under one department of finan-
cial institutions. We would suggest that the criteria for the 
commissioner of financial institutions not specifically require ex-
perience in the fields that he would regulate but that the commis-
sioner be experienced in administration. 
We would further suggest that a board of control be appointed 
with a member from each of the following: (a) the banking industry, 
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(b) the insurance industry, {c) the savings and loan industry, and 
{d) the security industry. In addition we would recommend that 
five public members also be on this board of control. 
We recommend further that this board and the commissioner 
be responsible for the representation of the public interest in 
regard to financial institutions. This interest might well concern 
itself with insurance rates, safety of investments, competition 
between various financial institutions and similar problems. A sep-
arate division should be established within the department specific-_ 
ally for the protection of the public. In addition, a division of 
liquidation, which should be financed on a self-sustaining basis, 
should be established to aid and facilitate the liquidation of fin-
ancial institutions whenever that need should arise. 
Other Items for Further Study 
The committee was unable to conduct a study covering all the 
responsibilities of the four major agencies which supervise finan-
cial institutions in Colorado. Many of the issues are extremely 
complex and require considerable study of- present practices as well 
as consideration of possible alternative approaches toward regulatory 
activities. The committee has concluded that it would be desirable 
for the 1967 General Assembly to authorize the continuation of the 
study of financial institutions under the direction of the Legisla-
tive Council. Some of the items mentioned for possible future 
consideration are listed below. 
Issues pertaining to insurance. In view of some controversy 
and public concern in the area of insurance rate-making procedures, 
it is suggested that a study of these procedures be given further 
attention by the Legislative Council. Consideration should also be 
given to the feasibility of regulating the inclusion of subrogation 
clauses in automobile insurance policies. An example of a state 
statute prohibiting subrogation clauses, a 1964 Virginia statute, is 
included in the Appendix as Bill J. 
Other areas relating to insurance considered by the committee 
as possible subjects of further study include the possible need 
for further refinements in the regulation of "preneed" and "at need" 
funeral arrangements: the authority of the insurance department in 
examining the books of holding companies of insurance companies; 
the adequacy of regulation of the alter ego activities of the mana-
gers of insurance companies; and the possibility of requirements 
with respect to the qualifications of persons who form insurance 
companies. 
State securities act. Among matters in need of further 
consideration in the securities act are the regulation of offerings 
of nonprofit corporations organized for religious, educational, 
charitable, fraternal, or social purposes; exemptions from the 
registration provisions of the securities act; and provision of a 
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simplified registration procedure for certain types of issues, 
such as offerings from nonprofit corporations. 
Savings and loan department. Issues relating to the im-
provement in the regulatory authority of the savings and loan de-
partment which should be considered include the establishment of 
a division within the department to appraise some properties on 
which associations have made loans: and specific legislation to 
prevent undesirable persons from obtaining control of savings and 
loan associations. 
Title indexing ststem. Consideration should be given to 
simplifying and modern zing the system of indexing the data per-
taining to the legal title status of real property in Colorado. 
One system suggested was the establishment of tract indexes in 
the offices of county clerks and recorders by use of automatic data 
processing. Another system mentioned for consideration was the 
feasibility of implementing the Torrens system of land title regis-
tration. 
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REGULATORY RESPONSIBILITIES OF THE 
INSURANCE DEPARTMENT 
The Colorado Department of Insurance is charged by statute 
"with the execution of the laws relating to insurance ••• and shall 
have a supervising authority over the business of insurance in this 
state• (C.R.S. 72-103). The Commissioner of Insurance, the depart-
ment's chief executive officer, is required to be Na person well 
versed in insurance, an elector of the state of Colorado, and shall 
have no pecuniary interest in any insurance company or agency di-
rectly or indirectly other than as a policyholder." This officer is 
appointed by the Governor under provisions of the classified civil 
















types of insurance companies and other financial institu-
are supervised by the Insurance Department are: 
Life insurance companies 
Fire insurance companies 
{Chapter 72, Article 3) 
{Chapter 72, Article 3) 
Casualty insurance companies - {Chapter 72, 
Article 12) 
Multiple line insurance companies (Chapter 72, 
Articles 11 and 12) 
Mutual benefit life associations - {Chapter 72, 
Article 9) . 
County mutual protective associations - (Chapter 
72, Article 5) 
Reciprocal and interinsurance companies - {Chapter 
72, Article 4) 
Fraternal benefit societies - (Chapter 72, Article 
7) 
Title insurance companies which are not Colorado 
corporations {regulated under the casualty insurance 
article) - {Chapter 72, Article 18) 
Preneed funeral plans - (Chapter 14, Article 19) 
Mutual insurance companies - (Chapter 72, Article 5) 
Group life insurance companies - {Chapter 72, 
Article 6) 
(13) Employers' mutual liability insuranci - (Chapter 
72, Article 8) 
(14) Bail bondsmen - (Chapter 72, Article 20) 
A few of the department's specific responsibilities and pro-
cedures in the examination of insurance companies should be noted at 
the outset since some of the committee's recommendations involve the 
extension of the department's regulatory authority to presently 
unregulated types of insurance companies. 
All insurance companies doing business in Colorado must file 
an annual statement on or before March 1, which provides information 
such as the total annual premiums collected or contracted, amounts 
paid to policyholders, and information concerning the amount of 
insurance reinsured in or accepted from other companies. Annual 
statements are submitted on a form promulgated by the National Asso-
ciation of Insurance Commissioners (C.R.S. 72-1-13). Annual state-
ments are audited carefully and any questions or discrepancies are 
followed until corrected by the companies. 
The statutes also provide that -each-company shall be examined 
at least once every three years. The insurance department has its 
own full-time employees who examine all insurance companies. In the 
last two years, the department has instituted an additional program 
of making a partial examination annually of each domestic company 
which is less than ten years old. 
By way of definition, an examination of a company involves far 
more than an audit of cash balances. Examiners check into every 
transaction, investment, claim, board proceedings, and all other ac-
tivities of each company. Each examination covers the full period 
since the last examination. A detailed report is prepared and if 
corrective action is needed it is so indicated. The insurance com-
missioner, deputy, and examiner in charge frequently meet with 
boards of directors of companies examined to discuss the results of 
the examinations. If conditions hazardous to the public interest 
are revealed by an examination, a show cause order is issued and a 
hearing held to determine the company's fitness to continue operat-
ing. 
A great many additional responsibilities of the department 
relating to the insurance industry are included in the statutes. 
Licensing and examining of agents and brokers; issuing, suspending, 
and revoking certificates of authority for companies to do business 
in the state; and certain responsibilities pertaining to a company's 
cash capital, guaranty fund deposits, and authorized investments 
are some of the other areas included under the supervisory authority 
of the insurance department (C.R.S. Chapter 72, Article l}. 
The committee's recommendations relative to the supervisory 
authority of the insurance department have an emphasis slightly 
different from the recommendations concerning the regulatory activi-
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ties and statutes of concern to the banking department. The primary 
emphasis of the committee's recommendations concerning insurance 
relate to filling in gaps of presently unregulated areas of the in-
surance industry and the strengthening of the present financial re-
quirements for insurance companies. Unlike some of the statutes 
relating to the banking department, the recommendations concerning 
the insurance code do not pertain to the modernization of outdated 
statutes, but rather are limited to providing adequate supervision 
in areas of insurance where inadequate or no regulatory authority now 
exists. 
The specific areas of supervision under the insurance depart-
ment that are recommended for amendment by the Committee on Financial 
Instit~tions include: (1) removal of a "grandfather" clause in the 
capital and ~urplus requiteme~ts for insurance companies to place the 
requirements for all com~apies at the hi9her level of requirements 
adopted by the 1963 General Assembly; (2J adoption of a bill to pro-
vide for the regulation of non-profit hospital, medical-surgical, 
and health service corporations; (3) enactment of the model bill of 
the National Association of Insurance Commissioners pertaining to 
credit life and credit health and accident insurance; and (4) pas-
sage of a bill to provide for the regulation of motor clubs and 
travel promotion organizations. 
The fifth bill discussed in this report is submitted for leg-
islative consideration and would provide for the regulation of all 
aspects of the title insurance industry through the insurance depart-
ment. However, the amount of time which the committee members could 
devote to this bill was too limited for the committee to adopt a 
favorable or unfavorable recommendation. This bill, therefore, is 
merely being submitted as a matter of information for consideration 
by the General Assembly. 
Two other items which were considered by the committee -- a 
bill relating to insurance sold by mortgage lenders and legislation 
relating to certain unfair and deceptive insurance practices -- are 
included in the discussion which follows, although further legisla-
tion did not appear necessary on these matters. 
Capital and Surplus Requirements for Insurance Companies 
It is difficult to forecast or to project at what exact level 
the minimum financial requirements of insurance companies should be 
set in order to avoid the situation of insolvencies occurring within 
the insurance industry but yet not exclude from competition smaller, 
efficiently operated companies. While insolvencies within the 
insurance industry often might be attributed to a number of factors, 
such as unqualified or dishonest management or loose underwriting-
practices, inadequate financial reserves appear to be one of the 
frequent problems of companies experiencing financial difficulties. 
The insurance department reported to the committee that eight of 
nine fire and casualty insurance companies organized in Colorado 
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between 1951 and 1963 with $50,000 capital or guaranty fund and 
$25,000 surplus had been placed in receivership. 
At the present time there are two separate sets of financial 
requirements established for insurance companies authorized to do 
business in Colorado. The level of the capital or guaranty fund, and 
the surplus requirements for companies licensed in the state prior 
to· May 6, 1963, with the exception of multiple line companies, are 
one-half as high as the requirements for companies newly authorized 
to conduct business in the state since that date. Legislation in 
1963 (L. 1963, p. 570, i 1) increased the financial requirements for 
companies seeking admittance to the state but exempted the companies 
which had previously been granted a certificate of authority in 
Colorado from these increased i·equirements. 
The statutory requirements for 
of authority prior to May 6, 1963,are 
TYPE OF COMPANY 
Life----------------------------
Fire ----------------------------Fire (territory limited to 
Colorado)---------------------
Casualty (including fidelity and 
surety)-----------------------
Casualty (excluding fidelity and 
surety)------------------------
Casualty (excluding fidelity and 























Requirements for companies admitted in Colorado after May 6, 
1963,are provided as follows: 
TYPE OF COMPANY 
Life--------------------------•-
Fire ----------------------------Fire (territory limited to 
Colorado)---------------------
Casualty (including fidelity and 
surety)-----------------------
Casualty (excluding fidelity and 
surety)-----------------------
Casualty (excluding fidelity and 





GUARANTY FUND SURPLUS 







Subsections (2) and (3) of C.R.S. 72-1-36 provide for the 
administration of the above requirements and describe the purpose of 
required deposit: 
(2) The cash or securities representing the minimum 
capital or guaranty fund required by this law 
shall be deposited, in the case of domestic 
companies, with the commissioner of insurance of 
this state in the manner provided by law, and, in 
the case of foreign or alien companies, with the 
commissioner of insurance of this state or with 
the duly authorized officer of some other state of 
the United States; provided, the guaranty fund of 
mutual companies shall be construed to include 
deposits held for the benefit of policyholders as 
provided in this chapter. 
(3) The deposit shall be held by the commissioner for 
the benefit of all policyholders wherever located. 
For a foreign or alien insurer to be allowed 
credit for deposits in other jurisdictions, such 
deposits must be held for.the benefit of all 
policyholders wherever located and not solely or 
with preference for those in the depository juris-
diction. 
The recommendation submitted by the Committee on Financial 
Institutions is to increase, on a graduated basis, the financial re-
quirements for companies presently at the lower level to the higher 
level of requirements which were added by the 1963 General Assembly. 
The language recommended by the committee would add a new subsection 
(4) to C.R.S. 72-1-36: 
(4) Any insurance company issued a certificate of 
authority in this state prior to May 6, 1963, 
which does not meet the requirements of subsec-
tion (1) (b} of this section, shall within five 
years after the effective date of this subsec-
tion increase its actual paid-up cash capital 
or guaranty fund and unencumbered surplus in 
accordance with said subsection (1) (b), by in-
creasing not later than the end of each calendar 
year said actual paid-up cash capital or 
guaranty fund and unencumbered surplus by not 
less than one-fifth of the additional amount re-
quired. For good cause, the increase in said 
funds may be waived in whole or in part by the 
commissioner for any calendar year, but no such 
waiver shall extend the final five-year require-
ment. 
A five-year period of time was considered by the committee to 
be a reasonable time for companies to comply with the proposed new 
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standards. In order to provide for effective enforcement of the 
new provision, it was thought advisable to specify that at least one-
fifth of the new requirement be added each year. However, since 
additional factors, such as plans for the merging of companies, may 
enter into a company's financial status, the insurance commissioner 
would be given authority to waive, in whole or in part, the increase 
in funds required for any calendar year, although the requirement 
for compliance within five years could not be waived. 
Regulation of Non-profit Hospital, Medical-Surgical, and Health 
Service Corporations 
Among the financial institutions for which adequate regulatory 
authority by the state does not now exist are non-profit corporations 
offering hospital, medical-surgical, and health service coverage. 
The major organization in this area is Colorado Blue Cross-Blue 
Shield, which presently has an enrolled membership of approximately 
785,000 subscribers. Another company, Hospital Service, Inc., of 
Fort Collins, has an enrollment of approximately 22,000 subscribers 
who are residents or former residents of the LRrimer County area. 
The Colorado Optometric Association and the Colorado Dental Society 
are reported to be sponsoring organizations which offer insurance 
coverage for services within the scope of these professions. The 
committee was informed that other corporations, now defunct, had 
been organized which offered pre-paid health services such as dental 
care, ambulance service, and prescription service. 
For its consideration of legislation in this area, the commit-
tee studied Senate Bill 266 of the 1965 General Assembly. Some of 
the major provisions of the bill are listed below. In general, the 
type of regulatory activities which the insurance department would 
exercise under the recommended bill are similar to the authority of 
the department in other lines of insurance. 
Annual statements. The insurance commissioner would be pro-
vided information concerning the amount of membership dues or sub-
scriber fees collected annually and the amounts paid annually in 
benefits to the subscribers or members. 
Authority to do business. Corporations under the act would 
be required to obtain a certificate of authority which is renewable 
annually. The insurance commissioner is to extend, automatically, 
the corporation's certificate of authority and an enrollment repre-
sentative's license upon filing of the corporation's annual state-
ment and the fees due. 
Approval of benefit certificates. Copies of subscription dr 
membership certificates and the schedule of rates, dues, or fees 
charged are to be filed with the insurance commissioner. Forms 
filed by the companies are subject to disapproval of the commissioner. 
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Requirements for certificate of authority. Filing of the 
company's subscription or membership certificates with a schedule of 
dues and fees to be paid by members or subscribers is required under 
the act. The schedule of dues and fees is required to be adequate 
to allow the corporation to meet the expenses for available services 
without impairing the guaranty fund, yet at the same time not 
result in an accumulation of reserves in excess of one-third of the 
-total dues or fees received during the preceding year. 
Examinations, investigations, and revocation of certificates 
of authority. Examination by the insurance commissioner of the 
financial condition, affairs, and management of corporations under 
this act is required at least once every three years. 
The insurance commissioner may suspend or revoke certificates 
of authority granted corporations, or to their officers or agents, 
and lists the reasons for which such ~ction may be taken. Procedure 
for appeals from decisions of the commissioner is specified in the 
act. 
Principal areas of controversy with this bill involved the 
following four provisions of the act:. (1). Possible exemption of 
small 9roups operating within a local area or with a limited member-
ship; (2) Rates to be charged for expenses of examinations conducted 
by the state insurance department; (3) Consideration of the amount 
of capital and surplus or guaranty fund for organizations under the 
act; and (4) Establishment of deposits under joint control of the 
insurance department and the corporation. Each of these issues are 
discussed in the paragraphs which follow. 
Since Hospital Service, Inc., of Fort Collins, and possibly 
other companies which would come under this act, operate in a limited 
geographical area and thus serves persons who are well aware of the 
integrity of the company and with the directors and management of 
the firm, the committee considered possible amendment of the proposed 
statute to exempt from the act companies which serve a local com-
munity in such a manner. The act was said to be unnecessary and to 
represent a potential hardship to such corporations as it would not 
affect the corporation's safety, as far as the protection of the 
company's subscribers was concerned. 
Exclusions from the act granted to any companies which oper-
ate either in a localized area, which serve a limited number of 
members, or which offer limited coverage was considered by the in-
surance department to be inadvisable public policy. Three small, 
unregulated companies offering prescription, ambulance, and optome-
tric services had become insolvent in recent years, resulting in some 
losses to the company subscribers and investors. Exemptions from 
the act of small companies would negate protection for the public 
subscribers to these companies which appear to carry substantial risk 
in the formative years. 
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Colorado Blue Cross-Blue Shield also objected to the possi-
bility of exempting smaller organizations operating within a specified 
geographical area, offering limited services, or serying small member-
ships. It was suggested that any such exemp~ions would result in a 
proliferation in the number of small companies. Colorado Blue Cross-
Blue Shield further indicated that numerous small companies would be 
more expensive for their subscribers than is the case with larger 
companies. 
The Committee on Financial Institutions recommends that no 
exemptions be made under the act but that the bill provide for a 
sliding scale of financial requirements so that the smaller and 
larger companies would be subject to requirements based on percent-
ages of annual premium volume. The intent of the legislation is to 
prevent abuses from occurring in the offering of pre-paid health 
plans. Any exemption provided for small companies would.contradict 
this intention. 
Another objection to the bill cited by Hospital Service, Inc., 
was the examination fee and travel and living expenses for the 
insurance department examination and investigation of the company's 
financial condition, affairs, and management which is to be conduc-
ted at least once every three years under section 72-21-20~ Alter-
native suggestions for this examination were that the insurance 
department accept the annual audit of the company, since an annual 
audit conducted by a certified public accountant is required under 
the by-laws of the corporation. The unnecessary duplication of ex-
amination expenses could be avoided in this manner. 
The bill, as originally discussed by the committee, provided 
that insurance department fees for examination be "equal to the 
reasonable costs incurred ••• as may be determined by the commissioner." 
The language recommended by the committee, however, provides for a 
fee of fifty dollars for each examiner for each day required in mak-
ing such examination, but excludes, as an expense of the companies, 
transportation and living expenses for insurance department personnel 
conducting examinations outside of Denver. It is estimated that an 
examination of Hospital Service, Inc.,would require at least five 
days of examination time, while Colorado Blue Cross-Blue Shield would 
require considerably more time. The principal reason for charging an 
examination fee is to recover part of the administration expenses of 
the insurance department. Companies under this act would not be 
required to pay a premium tax which, for other companies, would be 
at rates of one per cent up to two and one-fourth per cent of annual 
gross premium collections. 
It was pointed out by the insurance department that the type 
of examination of companies which they conduct is not the same as 
the company's annual audit by a certified public accountant. The 
department's examinations are based on the requirements of the insur-
ance statutes, which do not cover the same areas as general account-
ing principles. There are approximately 800 insurance companies in 
Colorado which require investigation by the insurance department and 
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it was considered poor policy for the state to establish a precedent 
of accepting audits conducted by certified public accountants in 
lieu of examinations by the insurance department. 
Two other issues before the committee concerned the financial 
requirements for companies under this act and the financial reserves 
in the guaranty fund deposit controlled jointly by each company and 
by the insurance department. Both of these issues present the dif-
ficulty of determining adequate minimum standards, but yet having 
standards which would account for the variety in th~ sizes of differ-
ent companies. Minimum standards which are too high would preclude 
the organization of new companies, but at the same time the companies 
should be required to have greater financial reserves as the extent 
of risk assumed by the companies increases. For these reasons the 
committee has recommended sliding scales for deposits in the com-
pany's guaranty fund. 
The plan recommended by the committee would base a company's 
guaranty fund on the preceding year's subscription income: 
{a) Subscription income of not 
exceeding $2,000,000: 
{b) Subscription income exceed-
ing $2,000,000; but not 
exceeding $10,000,000: 
(c) Subscription income exceeding 
$10,000,000: 
Five per cent deposit. 
Two and one-half per cent, 
plus deposit required in 
{a) above. 
One per cent, plus de-
posits required in (a) and 
{b) above. 
Of the amounts specified above, the committee has recommended 
that the minimum guaranty fund on deposit with the insurance depart-
ment (held in a Denver bank) is to be on a scale of from $50,000 to 
$150,000, maintained according to the company's subscription income. 
Using these scales, the total guaranty fund for Colorado Blue Cross 
would be, approximately, $605,000 and Colorado Blue Shield approxi-
mately $365,000, of which the portion of the guaranty fund for each 
company on deposit with the insurance department would be $150,000. 
Hospital Service, Inc.,would be subject to a minimum guaranty fund 
of $50,000, all of which would be on deposit with the insurance de-
partment. Both corporations have substantially greater reserve funds 
than the minimum requirements specified above. 
Some confusion existed in regard to the amounts of the guaranty 
fund deposited with the insurance commissioner. These funds, re-
quired of all insurance companies presently regulated, are maintained 
in separate safe deposit boxes in various Denver banks, and are 
controlled jointly by the department and each company. The principal 
reason for this deposit is to assure that the company's assets will 
not be dissipated below the minimum amounts held by the department, 
although the amounts deposited, such as various types of securities 
and investments, continue to earn money for the company. If a com-
pany is required to use a portion of these reserves, it will be 
closely supervised by the department until its reserves are again at 
an appropriate level. 
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Basing the reserve requirements on the number of subscribers 
in each organization was considered both difficult to administer and 
an unrealistic approach toward establishing these requirements, 
Because of the constant changes in their membership, for example, 
representatives of Blue Cross-Blue Shield stated that their organiza-
tion does not have an exact number of members covered at any given 
time which could be used under this approach. It was also emphasized 
that an arbitrary figure for a reserve requirement, such as one dol-
lar per subscribe~would not be a realistic means of determining the 
necessary reserves. Use of total subscription income for the previ-
ous year was said to provide a more accurate relationship between the 
necessary guaranty fund and the potential liability of the corpora-
tion. A minimum requirement of $50,000 in the guaranty fund deposit 
was considered necessary by the committee in order to discourage 
companies starting with too little capital which could be dissipated 
in a relatively short period of time. 
Credit Life and Credit Health and Accident Insurance 
Another facet of the insurance industry for which the insur-
ance department does not have adequate regulatory authority is in 
the area of credit life and credit health and accident insurance 
written in connection with loans and other credit transactions of 
less than five years' duration. This type of insurance is purchased 
by the debtor for the purpose of providing an indemnity for any pay-
ments which the debtor may be unable to make in the event of disabil-
ity or death. 
A debtor may be urged by the creditor to buy this type of 
insurance and, in most cases, this type of term insurance is recog-
nized as advantageous by both parties to a credit transaction. The 
creditor is assured payment on chattel mortgages in the event of 
disability or death of the debtor, while the debtor has the assurance 
that payment on chattel mortgages, such as household furniture, 
automobiles, and kitchen appliances, will be paid in the event of 
his death, ill health, or injury. 
Credit life and health and accident insurance can be issued 
in the form of group or individual policies. In the case of group 
insurance, the lender purchases group insurance and, as the master 
policy holder, issues certificates of insurance to borrowers. 
Individual credit life and health and accident insurance policies 
are written on a term insurance plan. 
While recognizing that state regulation of credit insurance 
should not be too stringent, and thus restrict reasonable competition, 
or be made too rigid so that no profit could be realized from offer-
ing this type of insurance, the Committee on Financial Institutions 
believes that the credit transactions are now of such proportions, 
both in terms of money and number of people affected, that there 
exists a need in Colorado for a specific statute to regulate the 
field of credit insurance. 
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Some of the abuses which legislation could help to curb include 
the possibility of excessive premium rates being charged. Instances 
have been reported in which borrowers have been required to pay the 
premiums for credit insurance from three to five years in advance or 
there has been a failure to make proper refunds on premiums for 
credit insurance cancelled in cases when a loan has been paid in ad-
vance of the maturity date. Other problems cited include the writing 
of insurance policies for a longer time than the period of the loan 
or for a larger amount of money than the loan, and excessive commis-
sion rates being paid by insurers. 
One of the most notable problems which has been brought to the 
attention of the insurance department is that salesmen of chattels. 
who are not properly licensed insurance agents, have sold the pur• 
chaser of the chattel credit life or addident and health insurance. 
Insurance Department Bulletin No. 46 of October 15, 1965, attempted to 
halt the practice of certain credit insurance companies accepting in• 
surance business written by unlicensed individuals. The Bulletin 
concluded that this practice is in violation of the licensing provi• 
sions of the insurance code which requires any· person who is not 
licensed to sell insurance to obtain a license before handling appli-
cations for insurance or insurance policies on behalf of an insurance 
company. 
In addition to the licensing power of the insurance commis-
sioner, Colorado statutes provide limited regulatory authority over 
the sale of credit insurance on the basis of two articles of the 
insurance code which pertain only to the purchase of group credit 
insurance. In regard to group life insurance, C.R.S. 72-6-1 (3} 
stipulates that a group life insurance policy, issued to a creditor 
for purposes of insuring debtors, must conform to certain require• 
ments. 
Under C.R.S. 72-6-1 (3} (b} the persons eligible for group 
life insurance are " ••• all of the debtors of the creditor whose 
indebtedness is repayable in installments, ••• " C.R.S. 72-6-1 (3} 
(c) pertains to the payment of the policy premium by either the 
creditor or the debtors and subsection (3} (d} provides that a group 
life insurance policy can only be issued to a creditor who has 
stipulated numbers of debtors. 
Under subsection (3} (e) of C.R.S. 72-6-1, the commissioner 
of insurance is provided some regulatory authority in regard to the 
total amount of credit life insurance written, which is not to 
"exceed the amount owed ••• , or ten thousand dollars whichever·is 
less." 
With respect to the regulation of policies for credit health 
and accident insurance 1 the commissioner of insurance must rely on a 
liberal interpretation of a portion of C.R.S. 72-10-16 which speci-
fies requirements for group health and accident policies issued to 
an employer for purposes of insuring ten or more employees. Subsec-
tion (l} (d) of this section (C.R.S. 79-10-16) has been interpreted 
as granting the commissioner authority to regulate other forms 
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of group health and accident insurance or credit health and accident 
insurance. Group sickness and accident insurance is declared to be 
insurance issued on the following basis: 
(d) ••• a policy issued to any other substan-
tially similar group LI.e.,other than "employers," 
"private individuals," "partnerships," and "corpo-
rations" for purposes of insuring ten or more 
employeey which, in the discretion of the commis-
sioner, may be subject to the issuance of a group 
sickness and accident policy or contract. 
It appears that the insurance commissioner is placed in a 
difficult position of supervising this area of insurance because of 
the vague or imprecise authorization provided in subsection (1) (d). 
The remaining provisions of C.R.S. 72-10-16 stipulate what a qroup 
health and accident policy must contain. Subsection (2) (b) of c~R.S. 
72-10-16 provides that the policy and the application of the poller. 
holder "shall constitute the entire contract between the parties ••• ' 
insurer, policy holder, and debtors. In subsection (2) {c) of C.R.S. 
72-10-16 it is stipulated that each member of the insured group 
shall receive "an individual certificate setting forth in summary 
form a statement of the essential features of the insurance coverage 
••• and to whom benefits thereunder are payable •••• " C.R.S. 72-10-16 
(2) (d) provides that the policy shall make provision for the addi-
tion of new members from time to time. 
There exist no specific provisions in the insurance code to 
provide for the regulation of credit life and health and accident 
insurance policies written on an individual basis. Moreover, the 
insurance code does contain a specific provision to require that such 
policies, and certificates of insurance, must be filed and approved 
by the commissioner of insurance. Rates and the classification of 
risks must be filed, but the commissioner is not granted approving 
or disapproving authority over them. 
However, the state banking commissioner does have some author• 
ity over the use of credit insurance sold in connection with loans 
of $1500 or less under the Consumer Finance Act. (C.R.S. Chapter 73, 
Article 4.) 
C.R.S. 73-4-1 gives the lender the right to procure insurance 
as security for loans and the right for the lender or his employee 
to sell this insurance if he is a licensed insurance agent. The 
amount of credit insurance shall not exceed the face amount of the 
unpaid balance of the loan and is to be written on a declining term 
basis. Section 73-4-1 also provides for refunds of insurance premi-
ums in the event of renewal of a loan or if a new loan is taken out 
by the same borrower. 
C.R.S. 73-4-2 provides that the premium for credit insurance 
is not to be computed as an additional cost of the loan, though "the 
premium or identifiable charge may be included in and become part of 
the loan." 
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In C.R.S. 73-4-3 the lender is prohibited from requiring the 
purchase of insurance from the lender or from an agent designated 
by the lender as a condition for making the loan. The lender may not 
decline existing insurance provided by an outside agent or insurance 
company. 
Still lacking, however, is an over-all regulation of the 
writing of credit insurance for security on loans other than for 
loans under the Consumer Finance Act. Further, there is no statutory 
authority for the approval of credit insurance rates by the insur-
ance department. Nor are there any requirements that the policies 
contain certain provisions, such as refund provision or limita-
tions that the amount of insurance written cover only the actual 
indebtedness of the borrower and be limited to the term of the loan. 
After considering the problems of credit life and health in-
surance not being subject to effective statutory regulation by the 
insurance department, the Committee on Financial Institutions has 
recommended the adoption of the model bill on credit insurance pre-
pared by the National Association of Insurance-Commissioners in 1958 
and introduced in the General Assembly in 1961 as House Bill 281. 
The purpose of this bill is not to impede reasonable competition nor 
to prohibit reasonable profits in the writing of credit insurance. 
Rather, the bill is recommended in order to provide regulatory au-
thority over an increasingly important segment of the insurance 
industry. 
Motor Clubs, Associations,and Motor Travel Promotion Organizations 
A recurring problem in Colorado results from a lack of speci-
fic legislation to provide supervision of the operation of motor 
clubs and travel promotion organizations under a state regulatory 
agency. Briefly described, these clubs and associations have offered 
their members, for a registration fee and dues, benefits such as 
tow car service, emergency road service, touring services, reimburse-
ment of legal expenses, and bail bond service to cover the arrest 
of a member on manslaughter charge arising from the use of an auto-
mobile. 
During the deliberations of the Committee on Financial Insti-
tutions, the state commissioner of insurance reported that the 
operations of some motor clubs, such as local organizations affiliated 
with the American Automobile Association, are beyond reproach. How-
ever, there have been motor clubs and travel promotion organizations 
operating in Colorado which have sold memberships to the public but 
which subsequently either ignored a member's claim or have disappeared 
from the state after collecting substantial amounts in membership 
fees. 
Since there are no specific licensing requirements for repre-
sentatives of motor clubs, and the statutes of Colorado do not require 
such travel organizations to have a capital structure, it is possible 
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for the promoters to collect money for purported benefits and move 
to another state with impunity, with little risk of being appre-
hended by Colorado authorities. Presently, the only real recourse 
for an individual who has been subject to the operations of unscrup-
ulous promoters in the areas of motor clubs and travel promotion 
organizations is to bring suit against the individuals for collection 
of the benefits promised. Such suits, of course, are infrequently 
pursued due to the expense of adjudication and the difficulty of 
finding the promoters once they have left Colorado. 
The insurance department has attempted to regulate some as-
pects of the operations of motor clubs in Colorado on the basis of a 
May, 1960, opinion rendered by the Colorado Attorney General. That 
opinion held that legal protection provisions constitute doing an 
insurance business in Colorado and, therefore, are subject to the 
jurisdiction of the insurance department. On the basis of the 
Attorney General's opinion, the insurance department has analyzed the 
club membership contracts which have been sold in Colorado and has 
determined that a number of these contracts do contain some of the 
specific insurance provisions. Cease and desist orders have been 
issued to those organizations which include insurance provisions in 
their membership certificates and these organizations have been 
directed either to qualify as insurance companies, to remove the 
insurance provisions from their contracts, or to have the insurance 
coverage provided by a licensed insurance company. However, other 
non-insurance services offered by motor clubs are not subject to the 
regulation of any state agency. Examples of these benefits include 
"theft reward service" and "touring service." 
The Committee on Financial Institutions has given considera-
tion to legislation to regulate these organizations and has recom-
mended enactment of a bill prepared by the insurance department as a 
means of preventing abuses in the travel promotion and motor club 
industry. Included in the bill are specific definitions of the fol-
lowing types of services and benefits offered by motor clubs, associ-
ations, or motor travel organizations: bail bond service, emergency 
road service, financing service, liability insurance service, legal 
reimbursement service, map service, theft or reward service, touring 
service, towing service, travel service, and personal accident 
insurance service. 
The bill provides for the licensing by the insurance commis-
sioner of persons engaged in the operations of a travel organization 
in Colorado. An official of the Rocky Mountain Motor Club (AAA) 
pointed out that the licensing provision, with a $100 annual fee 
requirement, and the requirement for financial standards, would help 
prevent unscrupulous travel club promoters from operating in Colorado. 
It was noted that periods of economic recession, for example, have 
brought about increased activity in this area, since some promoters, 
who might otherwise be unemployed, enter the field by soliciting 
funds from the public in a fraudulent manner at little financial or 
legal risk to themselves. 
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Provision is included in the bill requiring the applicant for 
a license to place $100,000 on deposit with the insurance commis-
sioner, either in cash or in the form of approved securities. Exemp-
ted from the guaranty fund requirement, however, would be corporations 
organized under Colorado laws and having a net worth located in this 
state of not less than $100,000. Such organizations would be con-
sidered to be established in Colorado and, therefore, would not be 
subject to sudden or unexpected moves from the state. 
Flight from the state is one of the means by which dishonest 
promoters of travel promotion organizations and motor clubs avoid 
apprehension after selling worthless certificates of membership. To 
deal with this problem, the committee has recommended that the 
violation and penalty provisions of the bill make violation of the 
act a felony rather than a misdemeanor. It is suggested that making 
violations of the act a major rather than a minor offense would help 
avoid any questions of extradition which might otherwise arise. It 
was also recommended that violation of the act should be further 
defined as "willful intent to defraud" in order to alleviate the pos-
sibility of prosecution resulting from honest errors on the part of 
a travel club's officers or employees. 
Title Insurance Statutes 
Colorado statutes presently provide for the regulation of 
domestic title insurance companies by the state banking department, 
while foreign title insurance companies are supervised by the insur-
ance department. In addition to inconsistencies which result from 
two different sets of statutes covering elements of the same industry, 
the extent of regulatory authority exercised by the two departments 
was not considered adequate by the Committee on Financial Institutions, 
tions. A number of provisions of the present statutes may be cited 
to illustrate the inconsistencies and shortcomings of the present 
statutes in the area of title insurance: 
(l} There is no filing or review of policy forms or rate 
schedules of domestic title insurance companies although foreign 
companies are required to file their rates and policy forms with the 
insurance department. Domestic companies may offer rebates or cut 
their rates, but foreign companies may not engage in these practices. 
(2} There is no examination or licensing requirement for 
agents of domestic companies. Examinations for foreign company 
agents are conducted by the insurance department under the casualty 
insurance article in lieu of specific authority to examine for title 
insurance underwriting. 
(3} The major control which the bankJng department has over 
domestic title insurance companies is a check on their reserve funds 
which are to be investments in first mortgages or other approved 
types of securities. 
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(4) Because of the lack of more appropriate statutory provi-
sions, foreign title insurance companies are licensed and regulated 
as casualty insurance companies even though the casualty article is 
not designed for regulation in this area. 
Some review of a number of the unusual attributes of title 
insurance, particularly the features of this type of insurance which 
differentiate it from other lines of insurance, may be advisable 
before reviewing the committee's decisions. It might be explained 
that title insurance is 
insurance against loss or damage resulting from 
defects or failure of title to a particular par-
cel of realty, or from the enforcement of liens 
existing against it at the time of the insurance. 
Title insurance has been described as an evolutionary step from 
the abstract system of protecting property with an evidence of title. 
A purchaser of property or a person loaning money on a mortgage is 
provided, for a single fee, with insurance against contingencies 
such as title fraud and mistaken entries which warrants the validity 
of the title in any and all events. The traditional professional 
services of an abstracter or title examiner have an additional element 
of insurance coverage against the invalidity of the title. In effect, 
the element of insurance coverage would replace the bond held for 
abstracters for the payment of damages that may be sustained by or 
accrue to a person having a cause of action as a result of an error, 
deficiency, or mistake in an abstract issued by a licensed abstrac-
ter. 
Because of the nature of the risk assumed, the title insurance 
industry explained that it would be difficult for title companies to 
have competition in their rates. Unlike other lines of insurance, 
rates for title insurance are not based on a degree of chance by 
which the rate can be computed on an actuarial basis. Title insurance 
is written on the basis of an opinion that the title is valid, so 
the risk on the part of the company is removed, hopefully, before 
the policy is written. For this reason, title insurance companies 
generally would have lower percentages of losses and a higher expense 
ratio than other types of insurance companies. 
Other factors said to influence rate competition in this line 
of insurance included the relatively limited market of the business 
which restricts this underwriting to comparatively few companies. 
It was reported that six companies are writing title insurance in the 
Denver area and these companies are competing on the basis of their 
quality of underwriting and service offered rather than on rates. 
The policies of all companies must be substantially the same as they 
must be acceptable to financial institutions throughout the nation 
which provide the funds for local mortgage lending institutions. 
Federal requirements for Veterans' Administration and Federal Housing 
Administration loans also require standardization of title insurance 
policies. 
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The bill which has been presented to the Committee on Finan-
cial Institutions would provide_authority for the insurance depart-
ment to supervise the entire title insurance industry. Examples of 
the supervision provided by the bill include many features of 
general insurance law such as ~he filing of rates based on Colorado-,.... 
experience; the establishing of financial requirements appropriate · 
for this line of insurance; a prohibition of title insurance comp-
anies writing other lines of insurance and also a prohibition against 
other kinds of insurance companies transacting title insurance busi-
ness; the establishing of requirements for reserves; approval of 
policy forms; examination and licensing of agents, with an exemption 
to be made for attorneys-at-law who are working in the area of title 
insurance; and appropriate supervisory authority for the insurance 
department over rate deviations, rebates, policy forms, and the 
examination of records. 
The Committee on Financial Institutions is in the position in 
regard to this legislation of only making note of the issue and its 
general finding that some legislation in the area of title insurance 
seems appropriate for clarification of the present situation. In 
this connection, the bill outlined to the committee was presented 
too late in the committee's deliberations for the necessary amount of 
consideration to be given to the legislation. For this reason, it 
seemed inadvisable for the committee to submit either a positive or 
negative recommendation of the bill to the 1967 General Assembly. A 
copy of the bill, which has been prepared for introduction in the 
1967 session, is contained in the Appendix to this report. 
Insurance Sold by Mortgage Lenders 
During its deliberations, the committee gave consideration to 
legislation to cover a potential problem area of insurance being sold 
through the mortgage lending industry. The bill under discussion 
(S.B. 174, 1963 session) would have two principal purposes. First, 
it would prohibit mortgage lenders from requiring a borrower to 
purchase insurance on the mortgaged property from the mortgage lend-
er, or from an insurance agent, broker, or company designated by the 
mortgage lender, as a condition precedent to making, renewing, or 
continuing the loan. Secondly, the bill would prohibit a mortgage 
lender from refusing to establish or to maintain an insurance premi-
um escrow account solely because the borrower purchases hazard 
insurance written or sold by an agent or broker other than the lend-
er, or does not purchase coverage through an agent or broker desig" 
nated by the lender. 
The major problem which the bill would attempt to solve 
concerns complaints that mortgage lenders have, at times, refused 
to accept substitute insurance policies written by outside agents 
for coverage of mortgaged property. 
Representatives of the mortgage lending industry, the Colo• 
rado Insuror's Association, Inc., the Savings and Loan League of 
Colorado, and the State Department of Insurance were heard in regard 
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to the necessity for legislation in this area. The committee was 
informed that, in some cases, some of the specific reasons given by 
mortgage companies for refusing to accept substitute insurance 
policies included situations in which the new policy was submitted 
after the expiration of the old insurance policy, that the new policy 
was improperly written, or that the policy provided inadequate 
coverage. 
It was the belief of the insurance commissioner that this 
matter should be attempted to be resolved by agreements between 
mortgage lenders and borrowers without the necessity of legislation. 
A number of steps have already been taken by insurers and mortgage 
lenders, the most notable of which was the adoption in 1961 of a 
"Uniform Insurance Practices Code." The Savings and Loan League of 
Colorado reported that nearly every member of the League and the 
Colorado Insuror's Association presently subscribe to this Code 
which outlines the rights and duties of the subscribers in the inter-
est of standardization and uniformity of mortgage insurance including 
the following relative to the rights of borrowers: 
It is unde.rstood and agreed that· th~· lenders will 
not refuse to make a loan or discriminate in the 
terms or conditions of any loan or in the appli-
cation of any uniform procedure adopted by the 
lender because the borrower will not purchase or 
accept hazard insurance placed or written by the 
lender. 
The other provisions of the Code state the rights of the 
lenders with respect to the types and conditions of insurance poli-
cies which must be met before a lender is obligated to accept · 
substitute policies, either initially, at a renewal date of the 
policy, or at some point in the term of the loan. However, the lend-
er is obligated not to solicit business if another policy is written 
by the same outside agent and submitted to the lender either as a 
substitute for an existing outside policy or as a substitute at the 
time of renewal. The lender may solicit business at the time of the 
substitute policy's expiration or anniversary date. Written author-
ization by the lender is required, however, in cases where an outside 
policy is submitted by a different outside agent as a substitute for' 
an existing outside policy. · 
The Code also provides for the establishment of a Grievance 
Committee, consisting of one member from each of the subscribing. 
groups, the purpose of which is to work out satisfactory solutions 
to the complaints submitted. It was reported that in the last two 
years only six complaints have been submitted to the committee and 
each of these has been satisfactorily resolved for the parties in-
volved. The Colorado Insuror's Association stated that they have 
been satisfied with the way the Code has worked since it was agreed 
to in 1961. 
Relative to existing authority of the insurance department to 
assure the right of borrowers to choose hazard insurance on mortgaged 
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property, reference was made to C.R.S. 72-14-9 (covering unfair and 
deceptive acts not defined in the statutes) and to Section B of 
Insurance Department Bulletin No. 31 issued by the insurance depart-
ment on September 1, 1958. 
The net effect of the Code of Ethics and the administrative 
supervision of the insurance department was deemed by the Committee 
on Financial Institutions to be sufficient in preventing mortgage 
lenders from refusing either to establish escrow premium accounts for 
outside agents or to accept outside insurance policies submitted by 
borrowers. 
Regulation of Unfair and Deceptive Acts in Selling Insurance 
It was reported to the committee that, at times, some insurance 
agents and companies doing business in Colorado have attempted to sell 
life insurance by using statements to the effect that the purchaser 
would obtain certain stock benefits in the insurance company providing 
the insurance. Sometimes persons may be led to believe that they can 
realize large financial gains as a stockholder from this type of 
stock offering through false or misle~ding_statements by insurance 
agents. The committee gave consideration to the necessity of further 
legislation in this area, including the possible addition of a 
specific statutory prohibition against this activity. 
The committee found however, that the insurance department is 
exercising adequate authorlty to prevent this practice from occurring. 
Bulletin No. 44 from the department, issued May 19, 1965, defines 
various acts and practices which are contrary to the public interest 
and which would constitute a violation of the insurance code, includ-
ing C.R.S. 72-1-31 and all of Article 14, Chapter 72, which pertains 
to unfair methods of competition. 
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REGULATORY AUTHORITY OF THE STATE 
BANKING DEPARTMENT 
Five areas of regulatory activity under the supervision of the 
state banking department represent five different problems, 
(1) Commercial bank statutes provide in general, adequate 
regulatory control but are considered to be ln need of modernization. 
(2) Regulatory authority of domestic title insurance compan-
ies, as discussed in the section pertaining to the regulation of 
insurance companies, is misplaced as a responsibility of the banking 
department, domestic title insurance companies are regulated as 
casualty companies by the insurance department, and neither domestic 
nor foreign title insurance companies are provided suitable regulatory 
supervision by the state. 
(3) Credit union statutes are in need of modernization and 
a tightening of supervisory control by the banking department. 
(4) The solicitation or acceptance. of funds from the public 
by the consumer finance industry is not now effectively regulated nor 
supervised under the laws of this state. 
(5) Trust companies may be organized under one of two arti• 
cles of the Colorado statutes, neither of which provides effective 
supervisory authority by the state banking department. 
In considering the responsibilities of the banking department, 
it is important to note the role of the state banking bo~rd. C.R.S. 
14•2-2 provides for the establishment of the banking board consist-
ing of six members who are appointed by the Governor, plus the bank 
commissioner, a classified civil service employee who serves as the 
chairman of the board. Four of the board members are to be experi-
enced, active bankers, and two members are to be nonbankers know• 
ledgeable in industry, agriculture, and mining. Other statutory 
requirements for board membership include that not more than one 
banker member of the board is to be appointed from one congressional 
district and not more than two banker members are to be from the same 
major political party. The two nonbanker members also are to be 
from different congressional districts and different political par-
ties. No board member is to have an interest in a bank in which 
another member of the board has an interest. Board members, other 
than the bank commissioner, must be approved by the Senate, and 
board members serve six-year terms which are staggered to provide 
that the terms of two board members lapse every two years. The 
powers of the board are limited to issues concerning the banking 
code, even though the banking department's regulatory authority en-
compasses many other types of financial institutions. 
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Commercial Bank Statutes 
The state banking department is required by statute to examine 
each bank at least twice each calendar year or as often as advisable. 
In lieu of one examination, the bank commissioner may accept the 
examination made by the Federal Deposit Insurance Corporation or by 
the Board of Governors of the Federal Reserve System. The depart• 
ment makes one examination each year and one joint examination is 
made with examiners of the Federal Deposit Insurance Corporation or 
the Federal Reserve Bank in instances in which the bank is a member 
of the Federal Reserve System. These examinations are made at irregu-
lar intervals on a surprise basis. 
In addition to these regular examinations, all state banks 
are required to file four reports each year with state and federal 
supervisory authorities. These reports are submitted on forms sup-
plied by the supervisory authorities, and exhibit, in detail, the 
total assets and liabilities of the bank at the close of business on 
the day specified by the supervisory authorities. Each bank is re• 
quired to file an annual report reflecting the-income and expenses 
and dividends paid for the past year. Progress reports also are 
requested from banks which are in need of closer supervision. 
In other cases, representatives of the banking department, 
members of the state banking board, and representatives of the 
Federal Deposit Insurance Corporation or the Federal Reserve System 
have met with th~ officers and directors of problem banks to obtain 
the desired changes necessary to eliminate the problems. Some banks 
have been placed on a special list and are examined more frequently, 
either by banking department or by federal authorities. The banking 
department has encouraged banks to have independent audits made by 
certified public accountants to verify deposit and loan accounts. 
In general, the present regulatory authority provided under 
the statutes is considered adequate by the committee, with the 
exception of a needed provision to prohibit assumption of control of 
a bank by persons who have been convicted of a felony or of fraud. 
A number of other recommendations center upon the elimination of some 
provisions of the banking code that are now needlessly restrictive or 
are obsolete. Particular emphasis has been placed upon revising the 
presently cumbersome procedures involved in the chartering of state 
banks. The major statutory changes recommended for the banking 
statutes are discussed below: 
C.R.S. 14•3-2. Accounts and interest. Recommended changes 
would remove the reference to three per cent maximum interest rate 
on savings and time deposits, in subsection (3), a provision which 
appears to be superfluous in view of the immediately following lan-
guage empowering the state banking board to authorize state banks 
to pay as high an interest rate as national banks. This change would 
remove the present references to the interest rates paid by national 
banks and would establish the tests for determining maximum interest 
rates as rates which are "prudent and sound." As suggested by the 
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committee, the revised provision would allow state banks to be com-
petitive with national banks by the banking board not being restric-
ted merely to following the lead of national banks in setting 
interest rates. The Federal Reserve Act specifies that the rate of 
interest paid by member banks on time or savings deposits shall not 
exceed, in any case, the applicable maximum rate permitted under the 
act or the maximum rate authorized by statutes in a particular state. 
Subsections (1) and (2) of C.R.S. 14-3-2 have not been recom-
mended for change. These subsections include the prohibition of the 
payment of interest, directly or indirectly, on demand accounts and 
the authority of a bank's board of directors to prescribe regulations 
concerning the repayment of savings deposits. 
C.R.S. 14-6-2. Loans - personal - secured and unsecured. 
The present statutory limitation of $2,500 as the amount which a 
bank can lend to its officers or employees was considered by the com• 
mittee as being an unnecessarily restrictive limitation in view of 
the present economic conditions. 
Under the committee's recommendation for C.R.S. 14-9-17 (2) 
(b), each loan, advance, discount, overdraft, and purchase or sale of 
a security in excess of (a) one per cent of a bank's capital and 
surplus, or (b) over $1,000, whichever is larger, or (c) each loan, 
advance, discount and overdraft which make the total obligation of 
one person exceed that amount is to be reviewed, at least monthly, by 
the bank's board of directors or the board's executive committee. 
This provision was considered to furnish adequate protection which 
makes the additional language of the subsection requiring approval 
of the board of directors of loans to bank officers and. employees 
unnecessary. 
C.R.S. 14-6-3. Loans - real estate - security. Subsection 
(1) (a) presently limits real estate loans secured by first liens to 
loans upon "improved" real estate but the definition of "improved" 
or "unimproved" property appears to be a matter of differing points 
of view. Questions based on artificial or arbitrary differences --
such as whether a minimal development of the property, e.g., a load 
of gravel for a road, would change the property from an unimproved to 
the improved classification -- would be eliminated by the amendment 
suggested by the committee. It was reported that it has been neces-
sary for persons in Colorado to obtain loans on unimproved property 
in this state from banks in New York or from banks in other states 
which permit this type of loan. 
The suggested amendments indicated in subsection (1) (c) of 
C.R.S. 14-6-3 would increase the percentages of appraised value of 
real estate that may be loaned for five and ten-year periods. 
Federal regulations, which apply to state banks under a 1965 amend-
ment to subsection {2) of this section (L. 1965, Ch. 94, § 2), have 
had the effect of negating the present 60 per cent limitation on such 
loans of up to ten year's duration. 
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C.R.S. 14-9-6 through 14-9-9. Bank Char e in P ocedu ~s. 
The committee has recommended that the present cum ersome proce ure 
of chartering a state bank be simplified.by the elimination of the 
"notice of intention" which is now filed 'before an application for a 
charter is filed. The application for a charter could be used to 
serve the same purposes that the notice of intent has served since 
the information required by both forms would be essentially the same. 
Filing an application for a charter, as the first step in chartering 
a bank, would allow the banking department to begin processing the 
application immediately instead of having to wait 30 days required 
under present procedures. The procedures used in holding hearings 
and in granting or denying a bank charter would not be changed under 
the committee's recommendation. 
A revised application fee has been suggested to be set at 
$1,000, rather than $500 under present C.R.S. 14-9-6, with $750 to be 
refunded if the application is withdrawn before the public hearing on 
the application. No refund is presently available if an application 
is withdrawn. The banking department has reported that this fee 
system would be more realistic than is provided under the present law. 
A new subsection (3) is recommended· for C.R.S. 14-9-9, the 
section which contains the procedures for making application for a 
charter. The new provision would outline the duties of the state 
bank commissioner in notifying interested parties that an application 
for a new bank charter has been received. The procedure in the new 
subsection would replace the notices to interested parties which are 
now mailed after receipt of the notice of application to organize a 
new bank. 
Another amendment to C.R.S. 14-9-9 would provide that an appli-
cation for a bank charter must be made within six months from the 
date of the first contact to subscribe for stock. This period of time 
was considered by the committee to be a reasonable period in which a 
proposed bank should be organized. 
An amendment recommended for C.R.S. 14-9-9 (1) (c) would 
assist in the detection of any undesirable connections between banks 
and help prevent the control of banks from residing with persons 
who legally cannot possess control by requiring information on the 
amounts borrowed on stocks held-by major stockholders. In the recom-
mendations of the Permanent Subcommittee on Investigations of the 
United States Senate Committee on Government Operations, the subcom-
mittee noted its belief 11 ••• that the Brighton (Colorado} National 
Bank case represents most clearly the need for the imposition of 
strong restrictions upon the borrowing of funds for organizing newly 
federally insured banks or purchasing existing banks, and that such 
restrictions must include controls on the use of bank stock as col-
lateral in such transactions." The amendment to C.R.S. 14-9-9 (1) 
{c) would provide a disclosure provision which would contain at least 
some of the necessary information concerning a new bank's financial 
connections. 
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As an additional precaution against undesirable elements 
entering into the banking field, the committee has recommended adop-
tion of a requirement of approval by the state banking board of the 
assumption of control of a bank by a person, persons, partnership, 
corporation, or any combination of the same, controlled by any person 
who has been convicted of a felony or of fraud in this state or in 
any other jurisdiction. 
C.R.S. 14-9-17. Directors - meetings - duties. 
amendment would increase the size of loans that do not 
proval of a bank's board of directors or its executive 
order to provide that the time of the board be used in 






on some of the 
An amendment for subsection (4) of C.R.S. 14-9-17 is also 
being recommended by the committee to require the checking of trust 
investments by the bank's board of directors at least twice a year 
instead of once a year. If such a check cannot be made twice a year, 
it is the thinking of the committee that the bank should not engage 
in this type of account. 
Solicitation of Funds from the Public 
At each of its meetings the committee devoted considerable 
attention to a serious problem involving an unregulated area of 
particular interest to the consumer finance industry. rhis area 
concerns the solicitation and acceptance of public funds, usually 
issued as debentures or other types of promissory notes, which funds 
are utilized by a number of consumer finance companies as one 
means of financing their lending operations. While numerous issues 
and problems are involved in determining the proper vehicle for 
regulation of such funds, no opposition was expressed to the princi-
ple that additional regulation was necessary for the protection of 
the public in this area of financial transactions. It was noted, 
for example, that the consumer finance industry was interested in 
legislation that would provide for additional safety of these funds 
in order to enhance the marketability of promissory notes as well as 
provide for the safety of the public's money. 
A check of the situation involving the issuance of promissory 
notes and debentures revealed a wide variety of practices by consumer 
finance companies engaged in this type of financing. The bank 
commissioner reported that, according to the last annual financial 
reports, various types of short and long term notes, bonds, and de-
bentures issued by 58 consumer finance companies totaled over 
$15,300,000 presumably being held by the public. However, since 
these figures were obtained from the annual financial statements of 
these companies, the detail of the exact arrangements was not avail-
able without correspondance or conference with each company. For 
this reason, inquiry was made of these companies and the opportunity 
was given for these companies to outline and discuss their operations 
with the committee. 
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Reports received from the industry confirmed that this type of 
operation was so varied that the circumstances and financial arrange-
ments differed with practically each company. Some companies adver-
tised for funds from the public, offering debentures or "investment 
certificates" at a specified price, sometimes with a limitation on 
the amount held by any one investor. Some debentures were "short 
term"; others were for periods of up to five years; and passbook type 
accounts were reported available from some companies. Some funds 
were found to be obtained from family sources, partners, stockholders, 
or other close associates of the management of the consumer finance 
company. A number of companies were found to have received none of 
their funds from the public, but instead obtained their funds exclu-
sively from lines of credit with banks, mortgage companies, insurance 
companies, or other financial institutions. Numerous companies used 
a combination of several of the above sources of money to finance 
their operations. The large chain organizations appear to have dif-
fering methods of operating but one chain was said to make use of 
almost every possible means of borrowing funds, at one time or an-
other, in the financing of its operation. 
The committee was briefed by the Denver Regional Office of the 
Securities and Exchange Commission concerning the operation of the 
defunct Joe Newcomer Finance Company of Colorado Springs, which may 
be considered illustrative of the worst problems caused by the 
presently unregulated situation. In this operation, notes were sold 
to at least 2,500 investors through the use of all advertising media, 
including radio, television, mail, and newspaper advertisements. 
The funds received were used to finance a number of fraudulent alter 
ego corporations controlled by Newcomer. 
Three principal areas of the company's activities between 1957 
and 1963 were pointed out by the SEC. First, as the financial condi-
tion of the company became increasingly poor, the interest rates 
paid were increased from five and one-half per cent to eight and one-
half per cent, plus bonuses offered which could result in a total 
annual interest return of as high as 11 and 12 per cent. Secondly, 
investors were given the impression, perhaps supplemented by the in-
tensive advertising campaign, that their investments were safe, 
guaranteed, and payable on demand, in the same manner as a bank ac-
count. It was noted that the company attempted to attract more 
investors so that investors could be paid off on demand and also in 
order to finance the company's alter ego business ventures. The 
third factor involved in the company's success in obtaining public 
funds was the company's aura of respectability created by the adver-
tising campaign. 
It was reported by the SEC to the committee that, until 1957, 
the Newcomer operation had operated as a legitimate business. 
However, around 1959, the company appeared to have difficulty raising 
capital from its usual financial sources and it then commenced its 
advertising campaign to raise capital from the public. The company 
may not have been in violation of SEC laws until it began soliciting 
funds from the public. 
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The SEC reported that it had no reason to check the Newcomer 
operation until April, 1963, when the company was thought to be in 
possible violation of the securities acts for failing to register 
securities which were being offered in the advertising campaign. It 
was in the somewhat routine check of this violation that the insol-
vency of the company became apparent. One reason the Newcomer oper-
ation did not come to the public's attention at an earlier date was 
that the company had paid its depositors on demand, even though, 
under the deposit arrangement, the company had the option of requir-
ing depositors to wait 90 days before returning their funds. 
Other elements of the Newcomer case should be mentioned as 
important factors in the committee's consideration. Public funds 
deposited with the finance company were being drained off to support 
two unsuccessful alter ego corporations which Newcomer was promoting. 
In addition, the three officers of the finance company were being 
paid monthly salaries of $1,750 to $3,500 from the finance company 
and from the two alter ego corporations. 
According to the SEC Regional Office, the financial condition 
of the company may have been misrepresented as early as 1958, al-
though the extent of misrepresentation increased as the operation 
continued. By September 30, 1961, for example, the company's capital 
and surplus as represented in financial statements totaled $332,604, 
whereas the extent of insolvency, as adjusted, was minus $287,892, or 
a difference of $620,496 between the two figures. The company was 
reported to have lost $1,014,605 of investors' moneys by April 19, 
1963, approximately $500,000 of which had been charged to fictitious 
interest charges for the alter ego companies and another $400,000 of 
which had been used for advertising and promotion expenses. Among 
other dishonest accounting procedures used in misrepresenting the 
company's financial condition, the company capitalized expenses such 
as salaries for officers, attorneys' fees, and advertising expenses, 
even though these expenses would have no value. 
Present Colorado statutes do not provide for the regulation, 
disclosure, or reporting to the state bankin~ department of funds 
obtained from the public. As indicated earlier, the banking depart-
ment had surmised that over $15,300,000 had been accepted from the 
public by consumer finance companies, but this total was found to 
consist of funds from numerous "non-public" sources, including funds 
from family, close associates, stockholders, and other financial 
institutions. The authority of the banking department is limited, 
in the consumer loan field, to examination of loan charges with 
little supervision over the company's financial requirements. 
A substantial portion of the committee's deliberation was de-
voted to the consideration of the proper approach for the regulation 
of promissory notes offered by consumer finance companies. A bill 
has been prepared on the basis of establishing the following require-
ments for companies in the business of making loans, but which are 
not otherwise regulated. 
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The person from whom funds are accepted is to be informed, 
under section 3 of ·the bill, that the transaction is an unsecured 
loan and not a deposit of any type: that the funds are not insured by 
any government agency; the purpose or proposed use of the funds; the 
priority or rights of the holder of the evidence of indebtedness; 
that the general creditors of the person accepting the funds may have 
claims on the assets which are prior to the holder of the note; and, 
if applicable, that some of the assets of the person accepting the 
funds are or may become security or pledged for the payment of other 
indebtedness of the borrower. 
Statements of the ownership and management of the companies 
soliciting or accepting funds from the public are to be filed annu-
ally with the bank commissioner and within ten days of change in the 
ownership or management of the business. (Section 3 (2)~ The bill 
provides that the bank commissioner may examine the records and 
financial condition of these companies in order to keep sufficiently 
informed of the financial condition and business methods of persons 
operating under the act. Action may be brought by the bank commis-
sioner to order a person to cease and desist from deviations from 
the disclosure provisions of the act (Section 4 (3)), and to bring 
action in the district court to impound, and to appoint a receiver 
for, the property and business of the person which the court may 
deem necessary to protect and ·preserve the funds of the public lSec-
tion 5). 
No company is to solicit or accept funds from the public where 
any owner, officer, director, trustee, partner, or associate, or any 
shareholder owning, directly or indirectly, ten per cent or more of 
the company's stock, has been convicted of a felony (Section 6) •. 
The approach of this bill toward achieving full disclosure for 
the public in the issuance of these notes, plus adequate supervisory 
authority of the state bank commissioner, was decided upon after 
several alternative drafts of the bill had been considered by the 
committee. Earlier draft bills provided more specific financial 
conditions which companies would be required to meet before any 
promissory notes could be offered. For example, such an approach 
could require companies to have a one-to-one ratio between unpledged 
notes, mortgages, and contracts with the funds accepted from the 
public, and a ratio of public funds accepted to unsubordinated capital 
and surplus of not more than five to one. Minimum financial stand-
ards of capital and surplus before the issuance of promissory notes was 
another financial requirement considered by the committee. However, 
the variety of financial arrangements found in regard to consumer 
finance companies offering and accepting funds from the public made 
it impossible to establish meaningful requirements covering the 
situation of each company. Such requirements, in some cases, would 
interfere with the operations of legitimate companies but yet not 
provide adequate regulation covering other situations. The situation 
from the point of view of the consumer finance industry in regard to 
an earlier draft bill containing financial requirements was described 
by the Executive Secretary of the Colorado Association of Consumer 
Finance Companies in the following manner: 
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independents alike, were all so diverse and dif-
ferent that it was impossible to correlate them 
or come up with recommendations for changes in 
your proposed bill that a majority would support. 
The bill as written affects many of them adversely 
but each so differently that the correction re-
quired in one case seems always to unfairly re-
strict another. I am talking about financially 
stable companies with a history of years of suc-
cessful operation in the lending and financing 
field. 
Capital, with which to make loans and finance 
purchases, is raised by the various companies and 
individuals in this business in many different 
ways. Particularly is this true in the case of 
smaller hometown independents. It is this history 
that makes it impossible for the Association 
itself to take fillY stand on a bill such as the one 
you have drafted. Thank you again for the time 
you gave us to study the matter. 
The legislation recommended by the committee is believed to 
offer adequate protection for the public against unscrupulous opera-
tions in the area of solicitation of public funds, and still allow 
for the diversity and flexibility of operations found to be a 
characteristic of consumer finance companies. Since every contin-
gency of operation within the "business of making loans" could not 
be drafted as a part of the bill, the committee has taken the alter-
native approach of providing general rules of disclosure and super-
vision by the state to establish the necessary framework of regula-
tory activity. 
Trust Company Statutes 
In spite of the fact that Colorado presently has two acts 
pertaining to trust companies, the committee has agreed with the 
state bank commissioner that this area of financial institutions is 
not satisfactorily regulated. The recommendation of the committee 
is to repeal the older of the two acts, Article 15 of Chapter 14, 
C.R.S. 1963, and to make appropriate amendments to provide for the 
regulation of corporations in the trust business in Article 16 of 
Chapter 14. It was reported that three corporations, one of which 
does not conduct business, are organized under Article 15, and two 
companies are reportedly organized pursuant to Article 16. 
Generally stated, the powers of trust companies operating 
under Article 15 consist of the ability to act as a trustee and to 
accept and execute any trust; to provide safekeeping facilities for 
valuables such as precious metals, jewelry, money, and securities; 
and to act as surety for administrators, guardians, or the like when 
required by law (C.R.S. 14-15-8). However, in the opinion of the 
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state bank commissioner, the first of these powers, concerning trust 
powers and related authority, have been merged into the second act, 
i.e., Article 16, even though the first act has not been repealed. 
The second of the principal functions of trust companies under 
Article 15, namely, to receive valuables for safekeeping and storage, 
has been replaced, to a great extent by safe deposit and safekeeping 
facilities being provided by state banks and by state and national 
chartered banks and trust companies established under Article 4 of 
the banking code. A trust company organized for the purpose of pro-
viding facilities for the safekeeping of valuables would not be 
providing a service which is not available elsewhere in most areas. 
The third primary power of trust companies under this article 
is to act as security or surety for persons in positions of trust. 
Commenting on this function, the state bank commissioner suggested 
that an ample number of surety and bonding corporations are licensed 
by the insurance department to conduct this type of business on a 
more satisfactory basis than would be afforded under Article 15. 
In addition to the comments noted above, the position of the 
banking department was that Article 15- provides no supervision over 
companies organized under the article by the banking department or 
by any other governmental agency. Apparently because of the lack of 
regulatory authority, it is reported that trust companies are in the 
position of having a 0 backdoor approach to banking incapable of being 
restrained." 
On the basis of its analysis, the committee has recommended 
that Article 15 be repealed and that Article 16 be amended to provide 
restrictions on the scope of trust companies and proper regulatory 
authority over trust companies in the state. The following sections 
have been recommended for amendment: 
Powers of trust com anies. C.R.S. 14-16-3) This section 
was described as the provision which present y provides authority 
for trust companies to conduct a general banking business. The draft 
bill submitted by the committee would provide more explicit wording 
describing the powers of trust companies. The bill would restrict 
the taking of money, securities, or other personal property to trans-
actions involving only a trust or trustee relationship and would 
eliminate the holding or keeping of these items "subject to demand 
or upon time receipts or certificates as may be agreed upon ••• " 
which is now authorized under C.R.S. 14-16-3 (1) (c). 
Power of court over company. (C.R.S. 14-16-4) The suggested 
amendment of this section would provide more detail than is presently 
provided relative to the powers of courts over trust companies. 
Liability of stockholders. (C.R.S. 14-16-6) The committee 
agreed with the recommendation of the banking department that the 
liability of stockholders in trust companies should be no greater 
than the liability of stockholders in state-chartered commercial 
banks. 
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The suggested change would remove the personal liability of trust 
company stockholders and would provide that their liability would be 
limited to the amount of their capital contribution. 
Investments. (C.R.S. 14-16-8) The present statute concerning 
keeping trust funds separate apparently has not been adequate to 
prevent some companies from comingling all trust funds, rather than 
keeping a separate account for each trust. Under these circumstances, 
it is impossible for the bank examiners or anyone else to determine 
how the funds of an individual's account have been invested. The 
amendments recommended would permit the examination of portfolios 
on the same basis as required for state banks. 
Commissioner to su ervise com anies C.R.S. 14-16-10 and 
Certificate of aut orit • C.R.S. 14- 6-11 Te committee is recom-
mending that these sections be combined to provide appropriate 
chartering procedures for trust companies, which would be similar to 
requirements for chartering state banks. The bank commissioner has 
reported that the present statutes are so vague and indefinite that 
some trust companies have started to engage in a general banking 
business before their charters have been granted. The section also 
contains fees for chartering which are not-provided under the present 
trust company statutes. 
Discontinuing trust business. (new provision) This section 
would provide that a corporation wishing to discontinue a trust 
business would be required to furnish the bank commissioner satisfac-
tory evidence of its release and discharge from all of its obligations 
and trusts which it has assumed. Upon receipt of this information, 
the bank commissioner is to revoke the charter of the company. This 
provision would prevent a trust company from leaving its operations 





3 A BILL FOR AN ACT 
4 AMENDING 72-1-36, COLORADO REVISED STATUTES 1963, CONCERNING 
5 CAPITAL OR GUARANTY FUNDS AND UNENCUMBERED SURPLUS REQUIRE-
6 -MENTS OF INSURANCE COMPANIES. 
7 Bell. Enacted El the General Assembly !ll. the State of Colorado: 
8 SECTION 1. 72-1-36, Colorado Revised Statutes 1963, is 
9 amended BY THE ADDITION OF A NEW SUBSECTION (4) to read: 
10 72-1-36. Cash capital - guaranty fund - deposit. (4) Any 
11 insurance company issued a certificate of authority in this 
12 state prior to May 6, 1963, which ~oes ~ot meet the requirements 
13 of subsection (1) (b) of this section, shall, prior to January 1, 
14 1973, increase its actual paid-up cash capital or guaranty fund 
15 and unencumbered surplus in accordance with said subsection (1) 
16 (b), by increasing not later than the end of each calendar yea~ 
17 said actual paid-up cash capital or guaranty fund and unencum-
18 bered surplus by not less than one-fifth of the additional 
19 amount required. For good cause, the increase in said funds may 
20 be waived in whole or in part by the commissioner for any 
21 calendar year, but no such waiver shall extend the January 1, 
22 1973, limitation. 
23 SECTION 2. Effective date. This act shall take effect on 
24 January 1, 1968. 
25 SECTION 3. Safety clause. The general assembly hereby 
26 finds, determines, and declares that this act is necessary for 








A BILL FOR AN ACT 
4 AMENDING CHAPTER 72, COLORADO REVISED STATUTES 1963, CONCERNING 
5 NONPROFIT HOSPITAL, MEDICAL-SURGICAL, AND OTHER HEALTH 
6 SERVICE CORPORATIONS. 
7 Be It Enacted !rt the General Assembly .Qf .lh! State .Qf Colorado: 
8 SECTION 1. Chapter 72 of Colorado Revised Statutes 1963, 





NONPROFIT HOSPITAL, MEDICAL-SURGICAL, 
ANO HEALTH SERVICE CORPORATIONS. - -
13 72-23-1. Short title. This article shall be known and may 
14 be cited as "The Nonprofit Hospital, Medical-Surgical, and Health 
15 Service Corporation Act". 
16 72-23-2. Purpose. It is the policy of the general assembly, 
17 ·and the intent and purpose of this article, to promote the avail-
18 ability of hospital care, medical-surgical care, and other health 
19 services on a voluntary non-profit prepaid basis, and to thereby 
20 promote the health and welfare of the people of the state of 
21 Colorado. 
22 72-23-3. Incorporation and organization - exemptions. (1) 
23 Any nonprofit corporation heretofore or hereafter organized under 
24 the laws of the state of Colorado for the purpose of establishing, 
25 maintaining, and operating a nonprofit plan, whereby prepaid 
26 hospital care, medical-surgical care, and other health services 
27 are made available to persons who become subscribers to such plan 
28 or plans under a contract with the corporation, shall be subject 
29 
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l to and be govern~d by the provisions of this article, and, except 
2 as hereinafter otherwise specifically provided, shall not be 
3 subject to the laws of this state relating to insur~nce or insur-
4 ance companies. 
5 (2) The provisions of this article shall not apply to any 
6 employer's health plan or services established and maintained 
7 solely for its employees and their immediate families, nor to any 
8 labor organization's health plan or services established and main-
9 tained solely for its members and their immediate families, which 
10 plans or services are self-insured, nor to any such health plan or 
11 services established, maintained and insured. jointly by any em-
12 ployer and any labor organization 04 org,nizations. 
13 72-23-4. Filing of articles of incgrporation. (1) Whenever 
14 any number of persons shall associate to form a corporation for 
15 any of the purposes named in section 72-23-3, they shall submit 
16 articles of incorporation which shall be issued in triplicate ~o 
17 the commissioner and the attorney general for examination. After 
18 being approved by such officers, the articles shall be filed and 
19 recorded in the office of the secretary of state who shall issue a 
20 certificate of incorporation. A copy of such articles, certified 
21 by the secretary of state, shall be filed with the commissioner. 
22 (2) When not less than the amount required by section 
2372-12-13 shall have been deposited with the commissioner, as 
24 provided for in this article, the commissioner shall cause an 
25 examination to be made either by hims~lf or some disinterested 
26 person, especially appointed by him for the purpose, who shall 
27 certify that the provisions of this article have been complied 
28 with by said corporation, as far as applicable thereto. Such 
29 
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1 certificate shall be filed in the office of the commissioner, who 
2 shall thereupon deliver to such corporation a certified copy 
3 thereof, which, together with a copy of the articles of incorpo-
4 ration, shall be filed in the office of the clerk and recorder of 
5 the county wherein the principal office of the company is to be 
6 located, before the authority to commence business is granted. 
7 (3) Whenever any such corporation shall thereafter desire 
8 to amend its articles of incorporation, it shall file its certi-
9 ficate of amendment with the commissioner before filing the same 
10 with the secretary of state, and if the commissioner, with the 
11 advice of the attorney general, shall find ~he same to have been 
12 legally adopted and to be in due legal ~orm and to be not in con-
13 flict with the provisions of law governing such companies, then 
14 and not otherwise such certificate of amendment shall be filed 
15 with the secretary of state. 
16 (4) Any corporation organized under the laws of this state 
17 ·relating to corporations not for profit prior to the effective 
18 date of this article for the purposes named in section 72-21-3, 
19 shall within one year after said effective date, comply with all 
20 of the provisions hereof and shall thereupon become subject to 
21 and be governed by said provisions. 
22 72-23-5. Contents of articles. (1) (a) In addition to the 
23 contents required or permitted by the general corporation laws of 
24 this state relating to corporations not for profit, the articles 
25 of incorporation of any corporation ihall comply with the follow-
26 ing: 
27 (b) The name of the corporation shall not include the words 
28 "insurance", "casualty", "surety", ''mutual", or any other words 
29 
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1 descriptive of the insurance, casualty, or surety business. The 
2 corporate name of any corporation to be formed under this article 
3 shall not be the same as, or deceptively similar to, the name of 
4 any other corporation authorized to do business in this state: 
5 and 
6 (c) The statement of purposes shall be in conformity with 
7 the provisions of this article. 
8 (d) Any such corporation heretofore organized whose exist-
9 ing articles of incorporation shall not be in substantantial 
10 conformity with this article shall forthwith cause to be adopted 
11 and filed, as herein required, such amendments thereto as shall 
12 be necessary to effect substantial compliance herewith. 
13 72-23-6. Directors. The property and lawful business of 
14 every such corporation subject to t·he provisions of thi-s article 
1~ shall be held and managed by a board of trustees or directors 
16 with such powers and authority as shall be necessary or incide~tal 
17 to the complete execution of the purposes of each such corporation 
18 as limited by its articles or the bylaws. No such board shall be 
19 less than ten nor more than twenty-four in number. 
20 72-23-7. Contract§. Such corporations subject to the pro-
21 visions of this article_ may enter into contracts for the render-
22 ing of hospital services, medical-surgical services, and other 
23 health services on behalf of any of their subscribers with hospi-
24 tals maintained by the state, or by any of its political subdivi-
25 sions, or maintained by a nonprofit corporation organized for 
26 hospital purposes, or with other corporations, associations, 
27 partnerships, or individuals furnishing hosp~tal services, medi-
28 cal-surgical services, or other health services. Nothing contained 
29 
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1 in this article shall require any such corporation to contract or 
2 remain under contract with any individual hospital, physician, or 
3 other purveyor of health services; nor shall any employee, agent, 
4 officer, or trustee of any such corporation influence or seek to 
5 influence any subscriber in the choice or selection of a contract-
6 ing hospital or contracting physician, or any other contracting 
7 purveyor of health services. 
8 72-23-8. Annual Statement. All corporations subject to the 
9 provisions of this article doing business in this state on the 
10 effective date of this article, or which may thereafter do busi-
11 ness in this state, shall make and file annually with the commis-
12 sioner, on or before the first day ~f M~rch of each year, a 
13 statement under oath upon a form to be prescribed by the commis-
14 sioner stating the amount of all membership dues, or subscriber 
15 fees, collected in this state or from residents thereof by the 
16 corporation making such statement during the year ending the last 
17 day of December next preceding; the amounts actually paid during 
18 such year for hospital, medical-surgical, and other health services 
19 for the subscribers or members of the corporation, and the amounts 
20 placed in established reserves for cases billed but not yet paid, 
21 unreported and unbilled cases, retroactive cost adjustments, and 
22 membership dues or fees paid in advance but not yet earned. The 
23 fee for filing such annual statement shall be fifty dollars. 
24 72-23-9. Fees paid by corporations. (1) (a) There shall be 
25 paid to the commissioner by every corporation subject to the 
26 provisions of this article the following fees: 
27 (b) For filing a certified copy of articles of incorporation, 
28 fifty dollars; 
29 
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l (c) For filing annual statement, fifty dollars;· 
2 (d) For certificate of authority to transact business in 
3 this state, twenty-five dollars; 
4 (e) For filing each amendment for articles of incorporation, 
5 five dollars; 
6 (f) For each enrollment representative's examination, five 
7 dollars; 
8 (g) For each enrollment representative's initial license, 
9 ten dollars; 
10 (h) For each enrollment representative's renewal license, 
11 two dollars; 
12 (i) For each copy of any docu~ent _or other paper filed in 
13 the office of the commissioner, per folio, twenty cents; 
14 (j) For comparing and proof rea·ding a copy of any document 
1!> or other paper submitted for certification with the original 
16 thereof as filed in the office of the commissioner, per folio, 
17 twenty cents; 
18 (k) And for affixing the seal of the office of the commis-
19 sioner and certifying any document or other paper, one dollar. 
20 72-23-10. Authority to do business. No corporation subject 
21 to the provisions of this article shall transact any business in 
22 this state unl~ss it shall first procure from the commissioner a 
23 certificate of authority stating that the requirements of the laws 
24 of this state have been complied with and authorizing it to do 
25 business. The certificate of authority shall expire on the last 
26 day of February in each year and shall be renewed annually if the 
27 corporation has continued to comply with the provisions of this 
28 article. 
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l 72-23-11. Aytomatic extension of certificate. When the 
2 annual statement of a corporation subject to the provisions of 
3 this article shall have been filed and all fees due from the 
4 corporation shall have been tendered, the corporation's certificate 
5 of authority to do business in this state shall automatically be 
6 extended until such time as the commissioner should refuse to 
7 relicense such corporation, and when the fee involved in the re-
8 newal of an enrollment representative's license shall have been 
9 tendered by the corporation, or the individual representative 
10 the license shall automatically be extended until such time as the 
11 commissioner should refuse to renew such lic~nse. 
12 72-23-12. Requirements for certificate of authority. (1) 
13 (a) The commissioner shall not issue or renew his certificate of 
14 authority to any corporation operating or proposing to operate a 
15 nonprofit hospital, medical-surgical, and other health services 
16 plan, unless: 
17 (b) The subscription or membership certificates which the 
18 corporation offers to its subscribers or members, together with a 
19 schedule of the dues and fees to be paid by subscribers or members 
20 have been filed with the commissioner in accordance with the pro-
21 visions of section 72-23-15. 
22 (c) The schedule of the dues and fees to be paid by sub-
23 scribers or members is such as will enable such corporation to meet 
24 the expenses of the hospital, medical-surgical, and other health 
25 services which are made available to its subscribers or members 
26 without inpairing the guarantee fund required by section 72-23-13, 
27 and the use of such schedule will not result in an accumulation 
28 of excess reserves over and above reserves established for claims 
29 
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l in process, unreported and unbilled claims, retroactive cost 
2 adjustments to the purveyors of hospital, medical-surgical, and 
3 other health services and membership dues or fees receive~ in 
4 advance but not yet earned. So long as a corporation's unencum-
5 bered reserve or surplus over and above the required reserves 
6 specified in this section do not exceed a sum equal to one-third 
7 of the corporation's total membership dues or subscription fees 
8 received during the immediate preceding calendar year, such unen-
9 cumbered reserve or surplus shall not be deemed an excessive 
10 accumulation for the purposes of this section. 
11 72-23-13. Liquid reserves - guarantee fund deposit. (1) No 
12 corporation subject to the provisions of. this article shall be per• 
13 mitted to do any business in this state unless, in addition to the 
14 other requirements of law, it shall have and maintain liquid 
15 reserves in an amount not less than five per cent of the corpora-
16 tion's subscription income collected in the preceding year of _ 
17 not exceeding two million dollars, plus two and one-half per cent 
18 of such income exceeding two million dollars but not exceeding 
19 ten million dollars, plus one per cent of such income exceeding ten 
20 million dollars; but, in no event shall such reserves be less than 
21 fifty thousand dollars. All corporations subject to the provi-
22 sions of this article shall place on deposit with the commissioner 
23 a guarantee fund of cash or approved securities in an amount 
24 determined by such formula, but not less than fifty thousand dol-
25 lars nor more than one hundred fifty thousand dollars. Any amount 
26 of said liquid reserves in excess of one hundred fifty thousand 
27 dollars shall be maintained by the corporation at all times, but 
28 shall be required to be placed on deposit with the insurance com-
29 missioner. 
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1 (2) The cash or securities representing the gua~antee fund 
2 required by this section shall be deposited with the commissioner 
3 who shall give receipts for all securities so deposited with him 
4 to the corporation depositing them. It shall be the duty of the 
5 commissioner upon the receipt of such securities to forthwith 
6 deposit the same in the presence of an authorized officer of tha 
7 depositing corporation, in a safety deposit box, accessible only· 
8 to the commissioner or his representative. and an authorized of• 
9 ficer of the corporation. in the vault of any bank, trust company. 
lO or safety deposit company in the city and county of Denver to be 
ll selected by the· commissioner. and the depositing corporation shall 
12 pay the several fees for such boxes-. So long as the depositing 
13 corporation shall continue solvent the commissioner shall permit 
14 such corporation to collect and receive the interest and dividends 
1~ on the securities so deposited, and from time to time, withdraw 
16 any such securities on depositing other acceptable securities in 
17 the place of those so withdrawn. If the commissioner shall will-
18 fully fail, refuse, or neglect to ·faithfully keep, deposit, and 
19 account for any such securities received by him. or shall will• 
20 fully fail, refuse, or neglect to furnish proper certificate of 
· 21 securities so held by him, the commissioner shall be responsible 
22 therefor upon his official bond, and suit may be brought upon said 
23 bond by any person damaged by such failure, refusal, or neglect. 
24 72•23-14. Scope of benefits. The benefits or services which 
25 a corporation subject to the provisions of this article may con-
26 tract to make available to its members or subscribers shall include 
27 all of the services made available by hospitals, or other licensed 
28 health care institutions, doctors of medicine, osteopathy, 
29 
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1 dentistry. and podiatry, nursing services. appliances, drugs. 
2 medicine, ambulance service, and such other health services or 
3 items as the board of trustees of any such corporation may approveJ 
4 provided, that no corporation subject to provisions of this article 
, may offer to its members or subscribers any certificate or form 
6 which would provide for a cash payment or allowance for sickness, 
7 accident, disability, or death, other than payments of or toward 
8 the charges made by the purveyors of the health services covered 
9 by the certificates issued by said corporation, or any form of 
10 casualty or life insurance unless such corporation shall first 
11 comply with the statutes of this state applicable to companies of-
12 faring such forms of insurance. 
13 72-23-15. Approval of benefit certificates •. (1) On and 
14 after the effective date of this article, no corporation subject 
1~ to the provisions hereof shall deliver or issue for delivery in 
16 this state any subscription certificate or membership certificate 
17 describing the health benefits available thereunder, or any en-
18 dorsement, rider, or application which becomes a part thereof, 
19 until a copy of the form and the schedule of rates, dues, fees, or 
20 other periodic charges applicable thereto, to be paid by sub-
21 scribers or members, have been filed with the commissione~; nor 
22 shall any such certificate endorsement, rider, or application be 
23 used until the expiration of thirty days after the filing thereof, 
24 unless the commissioner shall sooner give his written approval 
25 thereto. The commissioner shall notify, in writing, the corpora-
26 tion which has filed any such form if it does not comply with the 
27 requirements of law, or if it contains any provision which is 
28 deceptive and ambiguous or misleading, specifying the reasons for 
29 
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1 his opinion. In all other cases the commissioner shall give hie 
2 approval. 
3 (2) After the expiration of such thirty daya from the filing 
4 of any such form, or at any time after having given written ap• 
6 proval thereof, the commissioner, after a hearing of which at leaat 
6 ten days written notice has been given to the corporation issuing 
1 such form, may withdraw approval if he finds aaid form is being 
9 offered to the public by means of advertising, communications, or 
9 dissemination of information which is deceptive or mieleading •. 
' 10 Such disapproval shall be effected by written order of the commie• 
11 sioner, which ahall state the grounds for di.sapproval and the 
12 date. not less than thirty days aft~r •~ch hear~ng when the with• 
13 drawal of approval shall become effective. 
14 72-23-16. Contracts with other organizatioos. Any corpora-
l~ tion subject to the provisions of this article may contract with 
16 any agency, instrumentality, ·or political subdivision of the 
17 United States of America, or of the state of Colorado for the mak• 
18 ing available of hospital, medical-surgical, and other health care 
19 services, and in aid or furthera~ce of such contract may accept, 
20 receive, and administer in trust, funds directly or indirectly 
21 made available by such agency, instrumentality, or political sub-
22 division. Any such corporation may also subcontract with any 
23 organization which has contracted with any agency, instrumentality, 
24 or political subdivision of the United States of America, or of 
2~ the state of Colorado for the furnishing of hospital, medical-
26 surgical, or other health services by which subcontract such cor-
27 poration undertakes to furnish the services specified by the basic 
29 contract. Any corporation subject to the provisions of this 
29 
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l article may also enter into agreements or contract, with other 
2 similar organizations or corporations licensed to do business in 
3 this state or any other state for the transfer of subscribers or 
4 members, for the reciprocal or joint provision of benefits to the 
5 subscribers or members of such corporation and such organizations 
6 or such other joint undertakings as the corporation's board of 
7 directors or trustees may approve. 
8 72-23-17. Enrollment representative defined. A person who, 
9 for compensation, solicits subscription to or the establishment of 
10 membership in a prepayment plan offered by a corporation subject 
11 to the provisions of this article, or transmits for a person other 
12 than himself an application for suc_h suQscription or membership, 
13 or offers or assumes to act in the negotiation thereof shall be 
14 an enrollment representative or agent within the intent of this 
15 article. 
16 72-23-18. Licensing of representative§. Every corporati~n 
17 ·subject to the provisions of this article shall notify the commia• 
18 sioner through its proper officer or agent of the name, title, and 
19 address of each person it desires appointed to act as the corpora-
20 tion's enrollment representative or agent. The notice shall be 
21 accompanied by an application from the appointee, and shall be in 
22 writing upon a form furnished by the commissioner. If upon re-
23 ceipt of such written notice, when accompanied by the fee required 
24 by section 72-23-9, it appears that the appointee is a competent 
25 and suitable person.who intends to hold himself out in good faith 
26 as the corporation's agent, and that he qualifies under the provi-
27 sions of this section, the commissioner shall issue to such ap-
2S pointee a license which shall state .in substance that the person 
29 
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l named therein is a constituted enrollment representative or a·gent 
2 of the corporation in this state. The commissioner may at any 
3 time prior to the granting of such license require an appointee to 
4 submit to an examination, in a form prescribed by the commissioner, 
5 on the qualifications of such person to act as an enrollment repre• 
6 sentative or agent in this state. 
7 72-23•19. Renewals of licenses. If for cause shown, and 
8 after a hearing or examination the commissioner shall determine 
9 any person to be unsuitable to act as an enrollment representative 
10 or agent, he shall thereupon refuse to issue a license or shall 
11 revoke any license previously issued, and shall notify in writing 
12 both the appointee and the corporat~on ~f such refusal. Unless 
13 revoked by the commissioner or unless the corporation by written 
14 notification to the commissioner cancels the authority of an agent 
15 or representative to act for it, any license issued or any renewal 
16 thereof shall expire on the first day of January next after its 
17 issuance and may be renewed annually upon payment of the annual 
18 license renewal fee. 
19 72-23-20. Examinations and investigations. The commissioner, 
20 or any person authorized by him, shall have the power to examine 
21 the financial condition, affairs, and management of any corpora-
22 tion subject to the provisions of this article. For such purpose 
23 he shall have free access to all the books, papers, and documents 
24 relating to the business of the corporation, and may summon wit-
25 nesses and administer oaths and affirmations in the examination of 
26 the directors, trustees, officers, agents, representatives, or 
27 ·employees of such corporation, or any other person in relation to 
28 its affairs, transactions, and conditions. The commissioner shall 
29 
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l make an examination of each corporation subject to the provisions 
2 of this article at least once every three years. and the corpora-
3 tion examined shall pay to the treasurer of the state of Colorado 
4 a fee of fifty dollars for each examiner for each day required in 
5 making such examination. 
6 72-23-21. Revocation of certificate - appeal. (1) The com-
7 missioner shall not make public the result of any examination or 
8 investigation of any corporation found to be insolvent. or with 
9 its capital impaired prior to suspending or revoking the authority 
10 of such company to do business in this state. If the commissioner 
11 determines. after examination. hearing. or other evidence. that 
12 such corporation is in an unsound condition. or has failed to 
. . . 
13 comply with the law. or with the provisions of its charter. or 
14 that its condition is. or its methods are. such as to render its 
15 operations hazardous to the public. or to its subscribers. or that 
16 its actual assets. exclusive of its capital. are less than its 
17 liabilities. or if its officers or agents refuse to submit to 
18 examination. or to perform any legal obligation relative thereto. 
19 or refuse on behalf of the corporation to pay the examination 
20 charges. he shall suspend or revoke all certificates of authority 
21 granted to said corporation. and to its officers or agents. and 
22 shall cause notice thereof to be published in one or more daily 
23 newspapers published in the city and county of Denver. which 
24 shall have a general state circulation. and no solicitation of 
25 new business shall thereafter be done by it or its agents in this 
26 state. while such default or disability continues. nor until its 
27 authority to do business is restored. Before suspending or re-
·28 voking the certificate of authority of any such corporation. 
29 
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l unless it is insolvent or its capital impaired, the commissioner 
2 shall grant fifteen days in which to show cause why auch action 
3 should not be taken. 
4 (2) A corporation whose certificate of authority has been 
5 suspended or revoked by the commissioner, may appeal, within 
6 fifteen days from such order to the district court of the city 
7 and county of Denver, which court, upon the filing of the proper 
8 petition, shall cause ,the records and orders of the commissioner 
9 to be brought before it, and upon hearing of the case by the court 
10 de novo, the court shall by its final decree. either confirm or 
11 revoke the order of the commissioner. 
12 (3) The court shall have the powe~ to make an order sus-
13 pending or staying the order of the commissioner suspending or 
14 revoking the license of a corporation pending the appeal; pro• 
15 vided, that the corporation appealing shall give a bond, with 
16 sureties satisfactory to the court, in such amount as the court 
17 determines to be just and proper, conditioned to pay to the state 
18 and to any and all persons whomsoever any all loss that may be 
19 sustained by reason of the stay or suspension of such order of 
20 said commissioner, and that during the period allowed for taking 
21 such appeal, the publication of notice of the revocation or sus• 
22 pension of license of such cor~oratlon as provided by this sec-
23 tion, shall not be made. If the order of the commissioner has 
24 been stayed or suspended by the order of said court, such publi-
25 cation shall not be made until after the discharge of such stay 
26 or until the affirmation of such order of revocation or suspen-
27 sion. 
28 (4) Upon appeal, the corporation shall be entitled to a 
29 
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1 trial by jury upon all issues of fact. If the trial is by jury, 
2 the court shall submit to the jury specific requests to find, 
3 covering the matters in issue separately, and the jury shall return 
4 a special verdict upon each question submitted, and if by such 
5 verdict it shall be found that the corporation, association, or 
6 society is insolvent because of obligations due and unpaid which 
7 exceed its assets, the court may render judgment that it be en-
8 joined from exercising any corporate rights, privileges, or fran-
9 chises in this state. 
10 (5) {a) In the event of such a finding of insolvency, the 
11 commissioner shall have and exercise all of the powers and au-
12 thorities set forth in article 17 of chapter 72, C.R.S. 1963, known 
13 as the "Uniform Insurers Liquidation Act". 
14 f(b) !f lft'O -charge of insolvency is made, or, if made, is not 
15 e·s'ta!b!l.ished !by 'the ve'rdicl of the jury, but it shall be found by 
16 sutlh verdict 'that the ·coI'!pOration, association, or society has 
17 e·~~eded its corporate powers or failed to comply with any pro-
18 vi"Si.i:'t1ns of th'is article or has done or committed any act for which 
19 its 11.~c·ense r.ma-v 'be revoked or suspended under any of the pro-
20 vis1cms o'f 1t!hi:i:~ article, or has conducted its business unlawfully 
21 or fraudulen't1l:y, the court may make and enter judgment enjoining 
22 and restraini:i!'ng it from the commission of such acts or such of 
23 them as the cdurt may determine, and in case of failure to desist 
24 therefrom wi't:'hiin 'the time to be specified in such judgment, that 
25 the corpora't'iiltm 'be perpetually enjoined from doing any further 
26 business in '1:hiis state. Pending the trial if no bond has been 
27 given as provit:lei!i., upon motion of the attorney general and upon 
28 notice to the(CC/li'p~i,on 11 association, or society, the court may 
29 
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1 grant an injunction restraining it and its officers from collect• 
2 ing any debt, or demand and from paying. out or in any way trans-
3 ferring or delivering to any person any money, property, or ef-
4 fects, during the pendency of the proceedings except by direction 
5 of the court, end may appoint one or more temporary receivers in 
6 such cases. From the decree of said district court a writ of 
7 error shall lie to the supreme court of the state as in other 
8 cases: and it shall be the duty of the district court and of the 
9 supreme court to advance the hearing of said matter as far as 
10 justice and the business of the court may permit. 
11 72-23-22. Complaints. Any individual .subscriber of a cor- · 
12 poration subject to the provisions of this article who believes 
13 himself to be aggrieved by any act or omission of such corporation 
14 or its officers, directors, agents, or representatives, may file a 
1~ statement in writing of his grievance in the office of the com-
16 missioner and the commissioner may make such investigation of such 
17 grievance as he deems appropriate. No such investigation by the 
18 .-~rnl•s::s.ii:~ffl!'lI' 'S1ha.!l.Q act as a bar to any suit in a court of compe-
r, \f:ernft j't!11I'lsdlcUon instituted by any such member or subscriber, or 
2b -1rny defense thereto by the corporation involved. 
21 12-23•23. Re~Ulationt• !rt the implementation of this article• 
22 the commissioner may, afte:t notice attd hearing. pt-omulgat• such 
·23 reasonable rules and regulations not inconsistent with the pro• 
•24 visions of this chapter as he shall deem necessary for the propet 
25 administration ·of this article. 
26 72-23-24. Exemp'tion of direst payment me'thods. N.o1lhing con-
7J.17 ltained in this article shall b·e construed to af'f-eci't ,or .~ppTy to 
,,28 hospitals, or other license.ti. lheal th care instiitu·tai:ons,, mor ,to any 
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l individuals, partnerships, associations, or corporation, whicn are 
2 the direct purveyors of health service~; nor shall anything con-
3 tained herein be construed to in any way limit the rights of such 
4 hospitals, or other licensed health care institutions or purveyors 
5 of health services to establish methods of payment directly with 
6 the purchasers of their services; provided, that the commissioner 
7 may require from any such institution or purveyor of service such 
8 information as will enable him to determine whether any such ar-
9 rangements for payment for services are subject to the provisions 
10 of this article. 
11 SECTION 2. Effective date. This act shall take effect on 
12 July 1, 1967; but, any corporation.organized prior to the passage 
13 of this act, under the laws of the state of Colorado relating to 
14 corporations not for profit, for the purpose of administering, 
15 maintaining, and operating a health service plan, as described in 
16 this act, shall be allowed a period of one year after the effe9-
17 tive date of this act to make the applications and filings and to 
18 meet the requirements set forth in this act. 
19 SECTION 3. Safety clause. The general assembly hereby 
20 finds, determines, and declares that this act is necessary for 










A BILL FOR AN ACT 
1 RELATING TO TITLE INSURANCE. 
2 Bell enacted EY, the General Assembly .2f ~ State .2f Colorado: 
3 SECTION 1. Short title. This act shall be known and may 
4 be cited as "The Title Insurance Code of Colorado". 
~ SECTION 2. Definitions. (1) As used.in this act, unless 
6 the context otherwise requires: 
7 (2) "Title insurance" means insuring, guaranteeing, or 
8 indenmifying owners of real property or others interested there-
9 in against loss or damage suffered by reason of liens, encum-
1O brances upon, defects in, or the unmarketability of the title · 
11 to said property. 
12 (3) The "business of title insurance" means the making or 
13 proposing to make, as insurer, guarantor, or surety, of any con-
14 tract or policy of title insurance; or the transacting or pro-
15 posing to transact, as insurer, guarantor, or surety, any phase 
16 of title insurance, including solicitation, negotiation prelimin-
17 ary to execution, execution of a contract of title insurance, 
18 and transacting matters subsequent to the execution of the con-
19 tract and arising out of it, including reinsurance. 
20 (4) "Title insurance company" means any domestic company 
21 organized under the provisions of this act for the purpose of 
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1 insuring titles to real property; any title insurance company 
2 organized under the laws of another state or foreign government 
3 and licensed to insure titles to real estate within this state 
4 pursuant to section 22 of this act; and any domestic, foreign, or 
5 alien company having the power and authorized to insure titles 
6 to real estate within this state on or before the effective date 
7 of this act and which meets the requirements of this act. 
8 (5) "Applicants for insurance" shall be deemed to include 
9 all those whether or not a prospective insured, who from time to 
10 time apply to a title insurance company, or to its agent, for 
11 title insurance, and who at the time of such application are not 
12 agents for a title insurance company. 
13 (6) "Premium" for title insurance is that portion of the 
14 rate charged by a title insurance company, agent for a title 
15 insurance company, or either of them, to an insured or an appli-
16 cant for insurance for the assumption by the title insurance 
17 company of the risk created by the issuance of the title insur-
18 ance policy, including the cost of doing business and a reason-
19 able profit as contemplated by the provisions of section 42 of 
20 this act, but excluding the standard service charge which is an 
21 amount added to the premium to cover the normal cost of procur-
22 ing evidence of title involving a single chain of title. 
23 (7) "Fee" for title insurance means the total gross charge 
24 for title insurance including the premium, the standard service 
25 charge, and any additional charges for abstracting, title search 
26 and examination of title, made by a title insurance company, 
27 agent for a title insurance company, or either of them, to an 
28 insured or an applicant for insurance for any policy or contract 
29 
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1 for the issuance of title insurance. 
2 (8) "Commissioner" means the insurance commissioner of the 
3 state of Colorado. 
4 (9) "Approved attorney" means an attorney at law, who is 
5 not an employee of a title insurance;company or of a title insur-
6 ance agent, upon whose examination of title and report thereon a 
7 title insurance company may issue a policy of title insurance. 
8 (10) "Title insurance agent" means a person, firm, associa-
9 tion, corporation, or joint-stock company authorized by a title 
10 insurance company to solicit insurance or to collect premiums, or 
11 to issue or countersign po,licies in its behalf; but, the term 
12 "title insurance agent" shall not include employees of any title 
13 insurance company authorized to do a title insurance business 
14 within this state. 
15 (11) "Single insurance risk" means the insured amount of 
16 any policy or contract of title insurance issued by a title insur-
17 ance company unless two or more policies or contracts are simul-
18 taneously issued on different estates in identical real property, 
19 in which event, it means the sum of the insured amounts of all 
20 such policies or contracts. Any such policy or contract that in-
21 sures a mortgage interest that is excepted in~ fee or leasehold 
22 policy or contract, and which does not exceed the insured amount 
23 of such fee or leasehold policy or contract, shall be excluded in 
24 computing the amount of a single insurance risk. 
25 (12) "Net retained liability" means the total liability re-
26 tained by a title insurance company under any policy or contract 
27 of insurance, or under a single insurance risk as defined in or 
28 computed in accordance with section 2 (11), after the purchase 
29 of reinsurance. 
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l (13) "Foreign title insurance company" means a title insur-
2 ance company organized under the laws of any other state of the 
3 United States. 
4 (14) "Alien title insurance company" means any title insur-
5 ance company incorporated or organized under the laws of any 
6 foreign nation, or of any province or territory thereof, not in-
7 eluded under the definition of foreign title insurance company. 
8 SECTION 3. Compliance with act required. On and after the 
9 effective date of this act, no person, firm, association, cor-
10 poration, cooperative, joint-stock company, or trust shall under-
11 write or issue a policy of title insurance or otherwise engage in 
12 the business of title insurance in this state unless authorized 
13 by the provisions of this act to transact such a business. 
14 SECTION 4. Corporate form required. Any domestic title 
15 insurance company hereafter formed shall be organized as a stock 
16 corporation as provided in section 72-1-42, C.R.S. 1963, except 
17 as otherwise specified in this act. 
18 SECTION 5. Financial requirements. (1) Every title insur-
19 ance company shall have a minimum capital, which shall be paid in 
20 and maintained, of not less than two hundred thousand dollars, 
21 and, in addition, paid-in initial capital surplus of at least 
22 one hundred thousand dollars. 
23 (2) Every title insurance company shall, prior to the issu-
24 ance of any policy of title insurance in this state, have on 
25 deposit the sum of one hundred thousand dollars as a guarantee 
26 fund for the security and protection of its policyholders, 
27 wherever situated, or beneficiaries under such policies. The 
28 cash or securities representing the guarantee fund required by 
29 
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1 this law shall be deposited, in the case of domestic companies, 
2 with the conunissioner of insurance of this state in the manner 
3 provided by law, and, in the case of foreign or alien companies, 
4 with the connnissioner of insurance of this state or with the duly 
5 authorized officer of some other state or states of the United 
6 States. The amount of such guarantee fund shall be increased by 
7 the sum of fifty thousand dollars for each state or territorial 
8 subdivision of the United States, other than the state of its 
9 domicile, in which the title insurance company shall be or become 
10 qualified to engage in the business of title insurance, less the 
11 amount required by and deposited in such other states or terri-
12 torial subdivisions as guarantee funds. For a foreign or alien 
13 insurer to be allowed credit for deposit in other jurisdictions, 
14 such deposits must be held for the benefit of all policyholders 
15 wherever located and not solely or with preference for those in 
16 the depository jurisdiction. When the aggregate of amounts so 
17 deposited in this or such other states or territorial subdivisions 
18 has reached the sum of seven hundred and fifty thousand dollars 
19 in qualified guarantee funds, no further deposit shall be re-
20 quired of such title insurance company as a condition of its 
21 qualification to engage in the business of title insurance in 
22 this state. 
23 (3) The deposit required to be made by subsection (2) of 
24this section shall be made in lawful money of the United States 
25or in the classes of investments authorized by section 18 (1) and 
26 (2) of this act. 
27 (4) Assets deposited pursuant to subsection (2) of this 
28section may, with the approval of the commissioner, be exchanged 
29 
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l from time to time for other assets of like value. 
2 (5) The depositing title insurance company shall receive 
3 the income, interest, and dividends on any assets deposited, ex-
4 cept as otherwise provided in this act. 
, (6) Any title insurance company which has deposited assets 
6 pursuant to subsection (2) of this section may, with the approval 
7 of the commissioner, withdraw any part of the assets so deposited; 
8 but if said title insurance company continues to engage in the 
9 business of title insurance, it shall not be permitted to with-
10 draw assets that would reduce the amount of its deposit below 
11 the amount required by subsection (2) of this section. 
12 (7) Deposits made pursuant to subsection (2) of this section 
13 shall be used solely for the security and protection of the policy-
14 holders of the policies and contracts of insurance issued, or re-
15 insurance assumed by such title insurance company. In the event 
16 of insolvency or dissolution of such title insurance company, 
17 such deposits and any income derived therefrom shall be retained 
18 by the commissioner until such time as all outstanding liabilities 
19 created by such policies, contracts, or reinsurance agreements 
20 have been discharged by reinsurance or otherwise. Such deposits, 
21 or so much thereof as shall be necessary, upon the written ap-
22 proval of the commissioner, may be used in the payment of claims 
23 arising under such policies, contracts, or reinsurance agreements 
24 or to purchase reinsurance thereof. Any amounts then remaining 
25 with the commissioner shall be applied first to the payment of 
26 other obligations of such title insurance company, and second 
27 shall be distributed to such title insurance company or its suc-
28 cessor. The actions of the connnissioner shall be subject to 
2Q 
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l judicial review as provided in section 57 of this act. 
2 (8) Every domestic title insurance company which on the 
3 effective date of this act has the capital required by law and 
4whose reserve fund required by law has been approved by the state 
5 bank commissioner, shall have until July 1 in the tenth year 
6 after the effective date of this act to comply with the financial 
7 requirements of this act; except, that the capital and reserve 
8 fund of each such title insurance company shall at no time be less 
9 than that required by law immediately prior to the effective date 
10 of this act. 
11· (9) The reserve fund required by law immediately prior to 
12 the effective date of this act for each domestic title insurance 
13 company engaged in the business of title insurance shall be super-
. l4vised by the commissioner on and after the effective date of this 
15 act. As soon as practicable, the state bank commissioner shall 
16 furnish to the commissioner a list of all such title insurance 
17 companies and an inventory of securities and deposits approved by 
18 said bank commissioner for the reserve fund of each such company, 
19 and shall deliver to the commissioner all such securities and de-
20 posits then on deposit with the bank commissioner and all safe 
21 deposit box keys, deposit receipts, certificates of deposit, and 
22 other evidences or means of control thereof to the commissioner. 
23 Every bank, savings and loan association, or other escrow or de-
24 pository agent is hereby authorized to accept the substitution 
25 of the insurance commissioner for the state bank connnissioner on 
26 any certificate of deposit or deposit receipt, or any authority 
27 to enter a safe deposit box with reference to any reserve fund of 
28 a title insurance company. Every such bank, savings and loan 
29 
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l association, or otber escrow or depository agent, and the state 
2 bank commissioner, shall be held harmless from any liability as 
3 a result of such substitution, and shall take such action as may 
4 be necessary or advisable to effect such substitution. 
5 SECTION 6. Insolvency or capital impairment - procedure. 
6 (1) A title insurance company shall be deemed insolvent when its 
7 admitted assets are less than all of its liabilities, excluding 
8 from such liabilities the aggregate amount of the par value of 
9 its outstanding capital stock; and its capital shall be deemed 
10 impaired when its admitted assets are less than its liabilities, 
11 including as a liability the aggregate amount of the par value of 
12 the company's outstanding capital stock. If a domestic title 
13 insurance company is insolvent, its license may be innnediately 
14 revoked or suspended by the commissioner, or it may be granted 
15 such time in which to become solvent, not exceeding twelve months, 
16 and under such conditions and requirements as the commissioner 
17 may determine. If a title insurance company's capital is impaired, 
18 it shall have six months after that fact is determined to correct 
19 the impairment, either by reducing its capital and surplus to 
20 not less than the amounts required by section 5 of this act in 
21 such a manner that not more than one-third of the net assets 
22 existing at the time of such capital reduction shall be desig-
23 nated as surplus, or by any other method approved by the connnis-
24 sioner. The connnissioner may extend such time for correcting the 
25 impairment of capital if he deems it to be for the best interest 
26 of the company or its policyholders so to do. During the time 
27 allowed for correcting such impairment, the company's license 
28 to do business shall not be suspended or revoked on account of 
29 
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l the impainnent. 
2 (2) For the purposes of subsection (1) of this section, 
3 liabilities of any title insurance company shall be considered 
4 in determining the impairment of capital or insolvency of said 
5 company only to the extent that such liabilities are a charge 
6 upon, or may be collected from the admitted assets of the com-
7 pany, and in the event any such liability can be collected out 
8 of certain assets only of such company, which assets are partial-
9 ly admitted assets, then such liability shall be considered in 
10 determining impairment or insolvency only to the extent that such 
11 assets are considered to be admitted assets. 
12 (3) If any title insurance company other than a domestic 
13 company authorized to do business in this state is found to be 
14 insolvent or its capital impaired under the same standards as 
15 set forth in subsections (1) and (2) of this section, the com-
16 missioner may, after notice and hearing, revoke or suspend its 
17 license to transact business in this state; but the commissioner 
18 may, if he finds it in the best interest of the company or policy-
19 holders so to do, and under such conditions and requirements as 
20 he may determine, grant time in which to remove the impairment 
21 or insolvency, such time not to exceed the time which might be 
22 granted to a domestic company under similar circumstances. 
23 SECTION 7. Determination of insurability required. No 
24 policy or contract of title insurance shall be written unless 
25 and until the title insura.nce company has caused to be conducted 
26 a reasonable examination of the title and has caused to be made 
27 a determination of insurability of title in accordance with sound 
28 underwriting practices for title insurance companies. Evidence 
29 thereof shall be preserved and retained in the files of the title 
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l insurance company or its agent for a period of not less than 
2 fifteen years after the policy or contract of title insurance 
3 has been issued. In lieu of retaining the original copy, the 
4 title insurance company or the agent of the title insurance com-
5 pany, may in .the regular course of business, establish a system 
6 whereby all or part of these writings are recorded, copied, or 
7 reproduced by any photographic, photostatic, microfilm, micro-
s card, miniature photographic, or other process which accurately 
9 reproduces or fonns a durable rneditnn for reproducing the original. 
10 This section shall not apply to either a company asstnning no 
11 primary liability in a contract of reinsurance, or a company act-
12 ing as a coinsurer if one of the other coinsuring companies has 
13 complied with this section. 
14 SECTION 8. Powers. (1) (a) Every title insurance company 
15 shall have the following powers: 
16 (b) To do the business defined in section 2 (2) and (3) 
17 of this act. 
18 (c) To own, manage, and maintain sets of abstract books 
19 and, subject to the provisions of chapter 1, C.R.S. 1963, to 
20 make, compile, and sell abstracts of title to real estate. 
21 (d) To acquire by purchase or otherwise, and to hold, sell, 
22 mortgage, or otherwise dispose of real estate and personal prop-
23 erty, or any interest therein, either within or without the state 
24 of Colorado, and to loan or borrow money upon such real estate 
25 or personal property. 
26 (e) To act as escrow agent in connection with real estate 
27 transactions wherein it has issued or will issue a policy of 
28 title insurance, or wherein it guarantees to hold and be accountable 
29 
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l for any money or thing of value pending establishmertt or release 
2 of any lien or the transfer of any title, or any other event or 
3 combination of events specified by the depositor, or wherein it 
4 guarantees to hold without delivery any instrument, document, 
~ or thing of value until it can account to the depositor for any 
6 specified sum of money or until the satisfaction of any other 
7 conditions specified by the depositor; to receive, hold, and 
8 convey title to real estate and such personal property as may 
9 pertain thereto in accordance with written instructions from the 
10 parties in interest therein and as their trustee. 
11 SECTION 9. Prohibition against guaranteeing mortgages. A 
12 title insurance company shall not engage in the business of guar-
13 anteeing the payment of the principal or interest of bonds, 
14 notes, or other obligations. 
1~ SECTION 10. Prohibitions. A title insurance company shall 
16 not transact, underwrite, or issue any kind of insurance other 
17 than title insurance; nor shall title insurance other than re-
18 insurance as provided in this act be transacted or issued by any 
19 company transacting any other kinds of insurance. 
20 SECTION 11. Unearned premitnn reserve. (1) Every domestic 
21 title insurance company, and every foreign or alien title insur-
22 ance company which under the state of domicile is not required to 
23 maintain an unearned premiwn reserve at least equal to the amount 
24 required by this section, shall, in addition to other reserves, 
25 establish and maintain a reserve to be known as the "unearned 
26 premium reserve" for title insurance, which shall, at all times 
27 and for all purposes, constitute the unearned portions of premiums 
28 due or received and shall be charged as a reserve liability of 
2q 
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l such title insurance company in determining its financial con-
2 dition. 
3 (2) The unearned premil.llll reserve shall be retained and 
4 held by such title insurance company for the protection of the 
· e policyholders' interest in policies which have not expired. Ex-
6 cept as provided in section 14 of this act, assets equal to the 
7 amount of such reserve shall not be subject to distribution 
8 among depositors or other creditors or stockholders of such title 
9 insurance company until all claims of policyholders or holders 
10 of other title insurance contracts or agreements of such title 
11 insurance company have been paid in full and all liability on 
12 the policies or other title insurance contracts or agreements, 
13 whether contingent or actual, has been discharged or lawfully 
14 reinsured. Income from the investment of the amount of such 
1~ reserve shall be the unrestricted property of the title insurance 
16 company. 
17 SECTION 12. Amount of unearned premil.llll reserve - release. 
18 (1) (a) The unearned premil.llll reserve of every title insurance 
19 company shall consist of: 
20 (b) The amount of the unearned premium reserve held as of 
21 the effective date of this act, pursuant to law; and 
22 (c) The amount of all additions required to be made to such 
23 reserve by this section, less the withdrawals therefrom as per-
24 mitted by this section. 
25 (2) On and after the effective date of this act, every 
26 title insurance company shall add to its unearned premium reserve 
27 in respect to each policy or reinsurance agreement issued by it, 
28 fifteen cents for each one thousand dollars face amount of net 
-· 29 ... 
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l retained liability, as defined in subsection (12) of section 2 
2 of this act, or the amount reinsured by it, and shall separately 
3 record the aggregate amounts so set aside and reserved in respect 
4 to such policies, contracts, or agreements written in each ca1en-
S dar year. 
6 (3) The amounts set aside as additions to the unearned 
7 premium reserve shall be deducted from income in determining net 
8 profits of any title insurance company. 
9 (4) For the purposes of determining the amounts of the un-
10 earned premium reserve that may be withdrawn pursuant to subsec-
11 tion (5) of this section, and the interest of the policyholders 
12 therein under section 14 of this act, all policies, contracts of 
13 title insurance, or reinsurance agreements of title insurance 
14 shall be considered as dated on July 1 in the year of issue. 
1& , (5) The aggregate of the amounts set aside in unearned 
16 premium reserve in any calendar year pursuant to subsection (2) 
17 of this section shall be released from said reserve and restored 
18 to income pursuant to the following formula: One-tenth of said 
19 aggregate sum on July 1 of each of the five years next succeed-
20 ing the year of addition to the reserve and one~thirtieth of said 
21 aggregate sum on July 1 of each succeeding year thereafter until 
22 the entire sum shall have been so released and restored to income. 
23 (6) The entire amount of the unearned premium reserve held 
24 as of the effective date of this act pursuant to law shall be pre-
25 sumed to have been added to the reserve in the calendar year next 
26 preceding the effective date of this act and shall be released 
27 from said reserve and restored to income under the formula set 
28 forth in subsection (5) of this section. 
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l (7) If substantially the entire outstanding liability under 
2 all policies, contracts of title insurance, and reinsurance agree-
3 ments of any such title insurance company shall be reinsured, the 
4 value of the consideration received by a reinsuring title insur-
~ ance company authorized to transact the business of title insur-
6 ance in this state, shall constitute in its entirety, unearned 
7 portions of original premiums and shall be added to its unearned 
8 premium reserve, and shall be deemed, for recovery purposes, to 
9 have been provided for liabilities assumed during the year of 
10 such reinsurance. The amount of such addition to the unearned 
11 premium reserve of such assuming title insurance company shall be 
12 not less than two-thirds of the amount of the unearned premium 
13 reserve required to be maintained by the ceding title insurance 
14 company at the time of such reinsurance. 
15 SECTION 13. Maintenance of unearned premium reserve. If 
16 for any reason the amount of the assets of a title insurance 
17 company held as investments of its unearned premium reserve 
18 should on any date be less than the amount required to be main-
19 tained by law in such reserve, and the deficiency shall not be 
20 promptly cured, such title insurance company shall forthwith 
21 give written notice thereof to the commissioner and shall issue 
22 no further policies, contracts of title insurance, or reinsur-
23 ance agreements of title insurance until the deficiency shall 
24 have been eliminated and until it shall have received written 
25 approval from the commissioner authorizing it to again issu~ 
26 such policies, contracts of title insurance, or agreements. 
27 SECTION 14. Use of unearned premium reserve on liquidation, 
28 dissolution, or insolvency. (1) (a) If a title insurance company 
29 
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1 becomes insolvent, or is in the process of liquidation or dis-
2 solution, or in the possession of the commissioner as receiver: 
3 (b) Such amount of the assets of such title insurance com-
4 pany equal to the unearned premium reserve then remaining as is 
5 necessary may be used, with the written approval of the commis-
6 sioner, to pay for reinsurance of the liability of such title 
7 insurance company upon all outstanding policies, contracts, or 
8 reinsurance agreements of title insurance, as to which no claims 
9 for losses by the holders are then pending; the balance, if any, 
10 of assets equal to the unearned premium reserve fund then remain• 
11 ing, shall be transferred to the general assets of the title 
12 insurance company; 
13 (c) The assets other than the unearned premium reserve shall 
14 be available to pay claims for losses sustained by holders of 
15 policies then pending or arising up to the time reinsurance is 
16 effected. In the event claims for losses are in excess of such 
17 other assets of the title insurance company, such claims, when 
18 established, shall be paid pro rata out of the surplus assets 
19 attributable to the unearned premium reserve, to the extent of 
20 such surplus, if any. 
21 (2) In the event that reinsurance is not obtained, the un-
22 earned premium reserve and assets constituting minimum capital, 
23 or so much as remains thereof after outstanding claims have been 
24 paid, shall constitute a trust fund to be held by the commissioner 
25 for twenty years, out of which claims of policyholders shall be 
26 paid as they arise. The balance, if any, of such fund shall, at 
27 the expiration of twenty years, revert to the general assets of 
28 the title insurance company or its successor. 
29 
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1 SECTION 15. Reserve for unpaid losses and loss expense. 
2 (1) Each title insurance company, in addition to other reserves, 
3 shall at all times establish and maintain reserves against unpaid 
4 losses, and against loss expense, and shall calculate such re-
5 serves by making a careful estimate in each case of the loss and 
6 loss expense likely to be incurred, by reason of every claim pre-
7 sented, pursuant to notice from or on behalf of the policyholder, 
8 of a title defect in or lien or adverse claim against the title 
9 insured, that may result in a loss or cause expense to be incurred 
10 for the proper disposition of the claim. The sums of the items 
11 so estimated shall be the total amounts of the reserves against 
12 unpaid losses and loss expenses of such title insurance company. 
13 (2) The amounts so estimated may be revised from time to 
14 time as circumstances warrant, but shall be redetermined at least 
15 once each year. 
16 (3) The amounts set aside in such reserves in any year 
17 shall be deducted in determining the net profits for such year 
18 of any title insurance company. 
19 SECTION 16. Net retained liability. The net retained liabil-
20 ity of any title insurance company under any single insurance risk 
21 as defined in subsections (11) and (12) of section 2 of this act 
22 shall not exceed fifty per cent of the net amount remaining after 
23 deducting from the sum of its capital, surplus, unearned premium 
24 reserve, and voluntary reserves, the value, if any, assigned in 
25 such sunnnation to its title plant, all as shown in its most recent 
26 report on file with the cormnissioner. The same limitation shall 
27 apply to any secondary risk assumed by means of reinsurance or to 
28 any policy of excess coinsurance except, whenever the primary 
29 
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l retained liability of a ceding company shall equal or exceed ten 
2 per cent of the single insurance risk liability, the net retained 
3 or assumed liability limit of this section may be increased by 
4 an additional two hundred fifty thousand dollars, but in no event 
5 above one hundred per cent of the net amount remaining after de-
6 ducting from the sum of its capital and surplus, the value, if 
7 any, assigned in such sunnnation to its title plants, all as shown 
8 by its most recent report on file with the conmissioner. Nothing 
9 in this section is intended to limit the amount of a single insur-
10 ance risk, as defined in subsection (11) of section 2 of this 
11 act, that may be written by a title insurance company; but it 
12 shall cede to one or more other title reinsurers on or before 
13 the effective date of such writing, such portion or portions of 
14 the said risk as shall be sufficient to bring its net retained 
15 liability thereunder within the limits prescribed in this section; 
16 and each such cession of risk shall be within the limits of this 
17 section as applied to the sum of the capital, surplus, unearned 
18 premium reserve, and voluntary reserves, less the value, if any, 
19 assigned in such summation to the title plants of the reinsuring 
20 company, as shown by its most recent report on file with the 
21 supervisory agency in the state of its domicile. 
22 SECTION 17. Power to reinsure. Any title insurance company 
23 may cede reinsurance of all or any part of its liability under 
24 one or more of its policies, contracts, or reinsurance agreements 
25 of title insurance to any reinsurer which meets or exceeds the 
26 financial requirements of a title insurance company set forth in 
27 section 5 of this act and is authorized to engage in the business 
28 of reinsurance of title insurance in this or any other state; but, 
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l no larger amount of reinsurance shall be ceded to any reinsurer 
2 on a single policy or contract of title insurance, or on any 
3 single title insurance risk as defined in subsection (11) of 
4 section 2 of this act, than such reinsurer would be permitted to 
5 retain if authorized to engage in the business of title insurance 
6 in this state. Any title insurance company may also reinsure 
7 policies of title insurance issued by other insurance companies 
8 on risks located in this state or elsewhere. Any domestic title 
9 insurance company or any foreign or alien title insurance company 
10 authorized to do business in this state shall pay to this state 
11 taxes required on all business taxable within this state and re-
12 insured, as provided in this section, with any foreign or alien 
13 company not authorized to do business within this state. Issu-
14 ance of contracts of reinsurance by a reinsurer not authorized 
15 to engage in the business of title insurance in this state, but 
16 authorized to engage in the business of title insurance or in 
17 the business of reinsurance of title insurance in any of the 
18 United States, which contracts reinsure policies of title insur-
19 ance issued by a title insurance company authqrized to engage in 
20 the business of title insurance in this state on real property 
21 located in this state, shall not of itself constitute the doing 
22 of business in this state by such reinsurer. 
23 SECTION 18. Minimum capital. (1) An amount equivalent to 
24 the minimum capital requirements, as defined in subsection (1) of 
25 section 5 of this act, shall be retained as cash on hand or on 
26 deposit in banks, or shall be invested in the following classes 
27 of investments; but, the aggregate amount invested at any time 
28 in those classes of investments set forth in subsections (8), (9), 
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l (13), and (17) of this section shall not, without written approval 
2 of the conmissioner, exceed fifty per cent of the sum of the cap-
3 ital and surplus of such title insurance company as shown by its 
4 most recent statement on file with said commissioner: 
5 (2) Government obligations. Bonds, notes, or obligations 
6 issued, assumed, or guaranteed by the United States, or by any 
7 state, district, or territory of the United States, or the Common-
s wealth of Puerto Rico. 
9 (3) (a) Governmental subdivision or public instrumentality 
10 obligations. Valid and legally authorized bonds, notes, or obli-
11 gations issued, assumed, or guaranteed by: 
12 (b) Any city, town, county, borough, township, municipality, 
13 school district, poor district, water, sewer, drainage, road, or 
14 other governmental district or division located in the United 
15 States or any_state, district, or territory thereof, or the Com-
16 monwealth of Puerto Rico, or by 
17 (c) Any governmental agency other than one specified in 
18 paragraph (b) of this subsection, if, by statutory or other 
19 legal requirements applicable thereto, such bonds or other evi-
20 dences of indebtedness of such instrumentality are payable, as 
21 to principal and interest, from taxes levied or by law required 
22 to be levied, upon all taxable property or all taxable income 
23 within the jurisdiction of the governmental unit or units of 
24 which it is an instrumentality, or from revenues pledged or 
25 otherwise appropriated or by law required to be provided for the 
26 purpose of such payment. 
27 (d) Any municipal authority, issued pursuant to the laws 
28 of the state relating to the creation or ope~ation of municipal 
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1 authorities, if the obligations are not in default as to principa~ 
2 or interest and if the project for which the obligations were 
3 issued is under lease to a school district or school districts 
4 or if the obligations are not in default as to principal or 
~ interest and if the project for which the obligations were issued 
6 is under lease to a municipality or municipalities or subject to 
7 a service contract with a municipality or municipalities, pursuant 
8 to which the municipal authority will receive lease rental.a or 
9 service charges available for fixed charges on the obligations, 
10 which will average not less than one and one-fifth times the 
11 average annual fixed charges of such obligations over the life 
12 thereof, or if the obligations are not in default as to principal 
13 or interest and if for a period of five fiscal years next preced-
14 ing the date of acquisition, the income of such authority avaii-
1~ able for fixed charges has averaged not less than one and one-
16 fifth times its average annual fixed charges of such obligations 
17 over the life of such obligations. As used in this clause, the 
18 term "income available for fixed charges" shall mean income after 
19 deducting operating and maintenance expenses, and, unless the 
20 obligations are payable in serial, annual maturities, or are sup-
21 ported by annual sinking fund payments, depreciation, but exclud-
22 ing extraordinary nonrecurring items of income or expenses; and 
, 
23 the term "fixed charges" shall include principal, both maturity 
24 and sinking fund, and interest on bonded debt. In computing 
25 such income available for fixed charges for the purposes of this 
26 section, the income so available of any corporation acquired by 
27 any municipal authority may be included, such income to be cal-
28 culated as though such corporation had been operated by a municipal 
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1 authority and an equivalent amount of bonded debt were outstand-
2 ing. The eligibility for investment purposes of obligations of 
3 each project of a municipal authority shall be separately con-
4 sidered hereunder. 
5 (4) Public utility obligations. Bonds, notes, or obliga-
6 tions issued, assumed or guaranteed by any solvent public utility 
7 corporation or public utility business trust, incorporated or 
8 existing under the laws of the United States or of any state, 
9 district, or territory thereof. 
10 (5) (a) Other corporate obligations. Bonds, notes, or obli-
11 gations issued, assumed, or guaranteed by any other corporation, 
12 including railroads, or business trust, incorporated or existing 
13 under the laws of the United States, or of any state, district, 
14 or territory thereof, whose income available for fixed charges 
15 for the period of five fiscal years next preceding the date of 
16 investment shall have averaged not less than one and one-half 
17 times its average annual fixed charges applicable to such period. 
18 As used in this subsection (5), the term "income available for 
19 fixed charges" shall mean income, after deducting operating and 
20 maintenance expenses, depreciation and depletion, and taxes other 
21 than federal or state income taxes, but excluding extraordinary 
22 nonrecurring items of income or expense appearing in the regular 
23 financial statements of the corporation or business trust, and 
24 the term "fixed charges" shall include interest on funded or un-
2~ funded debt and amortization of debt discount and expense. If 
26 income is determined in reliance upon consolidated income state-
27 ments of parent and subsidiary corporations or business trusts, 




1 state income taxes of subsidiaries, and after proper allowance 
2 for minority stock interest, if any, and the required coverage 
3 of fixed charg~s, shall be computed on a basis including fixed 
4 charges and preferred dividends of subsidiaries, other than those 
5 payable by subsidiaries to the parent corporation or business 
6 trust, or to any other such subsidiaries. 
7 (b) In applying an income test under this section to any 
8 issuing, assuming, or guaranteeing corporation or business trust, 
9 whether or not in legal existence during the whole of the five 
10 year period next preceding the date of the investment, which has 
11 at any time or times after the beginning of such period acquired 
12 the assets or the outstanding shares of capital stock of any 
13 other corporation or business trust by purchase, merger, consoli-
14 dation, or otherwise, substantially as an entirety, or has been 
15 reorganized pursuant to the bankruptcy law, the income of such 
16 other predecessor or constituent corporation or business trust 
17 or of the corporation or business trust so reorganized, available 
18 for interest and dividends for such portion of such period as 
19 shall have preceded acquis-ition or reorganization may be included 
20 in the income of such issuing, asswning, or guaranteeing corpora-
21 tion or business trust for· such portion of such period as may be 
22 determined in accordance with adjusted or proforma consolidated 
23 income statements covering such portion of such period, and giv-
24 ing effect to all stock or shares outstanding and all fixed 
25 charges existing immediately after acquisition or reorganization. 
26 (6)(~ Trustees', receivers', or equipment trust obligations. 
27 Certificates, notes, or obligations issued by trustees or receiv-
·29 ers of any corporation or business trust created or existing under 
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l the laws of the United States or of any state, district, or 
2 territory thereof, which, or the assets of which, are being ad-
3 ministered under the direction of any court having jurisdiction, 
4 if such obligation is adequately secured as to principal and 
~ interest. 
6 (b) Equipment trust obligations or certificates, which are 
7 adequately secured, or other adequately secured instruments, evi-
8 dencing an interest in transportation equipment, wholly or in 
9 part within the United States, and a right to receive determined 
10 portions of rental, purchase, or other fixed obligatory payments 
11 for the use or purchase of such transportation equipment. 
12 (7) Acceptances and bills of exchange. Bank and bankers' 
13 acceptances, and other bills of exchange of the kind and maturities 
14 made eligible pursuant to law for purchase in the open market by 
15 federal reserve banks. 
16 (8) (a) Real estate loans. Ground rents and bonds, notes, 
17 or other evidences of indebtedness, secured by first mortgages 
18 or trust deeds upon unencumbered improved real property located 
19 in any state, district, or territory of the United States, and 
20 in investments in the equity of the seller under contracts for 
21 deeds covering the entire balance due on bona fide sales of such 
22 real property; but a loan guaranteed or insured in full by the 
23 administrator of veterans' affairs pursuant to the provisions of 
24 the Federal Servicemen's Readjustment Act of 1944, as heretofore 
25 or hereafter amended, may be subject to a prior encumbrance. 
26 (b) Real property shall not be considered to he encumbered 
27 within the meaning of this section by reason of the existence of 
28 instruments reserving mineral, oil, water or tiuer rights, 
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l rights of way, sewer rights, rights in walls or driveways, by 
2 reason of liens inferior to the lien securing the loan of the 
3 insurance company, or liens for taxes or assessments not yet de-
4 linquent, or by reason of building restrictions or other restric-
5 tive covenants, or by reason of any lease under which rents or 
6 profits are reserved to the owner, if, in any event, the security 
7 for such loan is a first lien upon such real property, and if 
8 there is no condition or right of re-entry or forfeiture under 
9 which such lien can be cut off, subordinated or otherwise dis-
10 turbed. 
11 (c) (i) No mortgage or trust deed, loan, or investment in 
12 a seller's equity under a contract for deed issued or acquired 
13 by the insurance company on any one property shall at the date 
14 of investment exceed three-fourths of the value of the real prop-
15 erty securing the loan, or subject to such contract; but, such 
16 limitation in respect to value shall not apply to a loan whic~ 
17 is: 
18 (ii) Insured by, or for which a commitment to insure has 
19 been made by the secretary of housing and urban development of 
20 Washington, D. C., pursuant to the provisions of the Federal 
21 National Housing Act, as heretofore or hereafter amended; 
22 (iii) Guaranteed by the administrator of veterans' affairs 
23 pursuant to the provisions of the Federal Servicemen's Readjust-
24 ment Act of 1944, as heretofore or hereafter amended, except, 
25 that if only a portion of a loan is so guaranteed, such limita-
26 tion shall apply to the portion not so guaranteed; 
27 (iv) Insured by the administrator pursuant to the provisions 
28 of the Federal Servicemen's Readjustment Act of 1944, as heretofore 
29 
- 78 ~ 
l or hereafter amended; 
2 (v) Upon real estate under lease to a corporation or busi-
3 ness trust, incorporated or existing under the laws of the United 
4 States or any state, district, or territory thereof, whose income 
, available for fixed charges for the period of five fiscal years 
6 next preceding the date of investment, shall have averaged not 
7 less than one and one-half times its average annual fixed charges 
8 applicable to such period, if there is pledged and assigned,. as 
9 additional security for the loan, and for application thereon, 
10 sufficient of the rentals payable under the lease to provide for 
11 repayment of the loan within the unexpired term of the lease; 
12 (vi) Upon such terms that the principal thereof will be 
13 amortized by repayments of principal at least once in each year 
14 in amounts sufficient to repay the loan within a period of nlO'II: 
15 more than thirty years, and such loan is upon improved real f?g:tate',. 
16 and at the date of investment does not exceed three-fourths: fJ,f 
17 the value of the real estate securing the loan. 
18 (9) Purchase money securities. Purchase money mortgage'Si 
19 or like securities received by it upon the sale or exchange of 
20 real property, acquired pursuant to subsection (17) of this s~~tion. 
21 (10) Federal housing debentures. Debentures fssue·dl by tthe 
22 secretary of housing and urban development of Wasli.,jjREton, D •. <!:·. ,, 
23 in settlement of claims pursuant to the Federal Nadonal Housfng:, 
24 Act, as heretofore or hereafter amended. 
25 {11) National mortgage association securitfes:.. SecuritfeS> 
26 of national mortgage associations or similar nattiimla·l mortgage 
'JJ1 credit institutions organized under the Federal! llmttfonal Housiing; 
28 Act,, as heretofore or hereafter amended. 
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l (12) Federal land bank, federal intermediate credit bank, 
2 and bank for cooperatives securities. Bonds, debentures, and 
3 other obligations of federal land banks or federal intermediate 
4 credit banks issued pursuant to the Federal Farm Loan Act, as 
5 heretofore or hereafter amended, or of banks for cooperatives 
6 issued pursuant to the Farm Credit Act of 1933, as heretofore or 
7 hereafter amended. 
8 (13) (a) Loans upon leaseholds or real estate. Loans upon 
9 leasehold estates or unencumbered real estate located in any 
10 state, district, or territory of the United States; but, no such 
11 loan shall exceed two-thirds of the value of the leasehold at 
12 the date of investment, unless: 
13 (b) Such loan is guaranteed or insured by, or for which a 
14 commitment to guarantee or insure such loan has been made by, the 
15 federal housing administrator or commissioner, pursuant to the 
16 provisions of the Federal National Housing Act, as heretofore or 
17 hereafter amended; or 
18 (c) Such leasehold is of improved real estate and such loan 
19 provides for amortization by repayments of principal at least 
20 once in each year in amounts sufficient to repay the loan within 
21 a period of four-fifths or the unexpired term of the leasehold, 
22 but within a period of not more than thirty years, and does not 
23 exceed three-fourths of the value of the leasehold at the date 
24 of investment; or 
25 (d) Such real estate is under lease to a corporation or 
26 business trust, incorporated or existing under the laws of the 
27 United States or any state, district, or territory thereof, whose 
28 income available for fixed charges for the period of five fiscal 
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l years next preceding the date of investment shall have averaged 
2 not less than one and one-half times its average annual fixed 
3 charges applicable to such period, if there is pledged and as-
4 signed as additional security for the loan and for application 
5 thereof sufficient of the rentals payable under such lease to 
6 provide for repayment of the loan within the unexpired term of 
7 the lease. 
8 (e) The terms of any such loan authorized under paragraphs 
9 (b), (c), and {d) of this subsection (13) shall require repayments 
10 of principal at least once in each year in amounts sufficient to 
11 repay the loan within the term of the leasehold, unexpired at the 
12 date of investment, unless a shorter period is required under 
13 paragraph (c) of this subsection. 
14 (14) Savings and loan shares. Shares of any federal savings 
15 and loan association, or of any building and loan or savings and 
16 loan association, to the extent that the withdrawal or repurchas-
17 able value of such shares is insured by the federal savings and 
18 loan insurance corporation, under the Federal National Housing 
19 Act, as heretofore or hereafter amended, and shares of any build-
20 ing and loan or savings association to the extent that the with-
21 drawal or repurchasable value of such shares is insured by a 
22 state regulated and supervised savings and loan insurance cor-
23 poration. 
24 {15) Federal savings and loan insurance corporation obliga-
2~ tions. Bonds, notes, or obligations issued, assumed, or guar-
26 anteed by the federal savings and loan insurance corporation, 
27 under the provisions of the Federal National Housing Act, as 
28 heretofore or hereafter amended. 
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l (16) Federal home loan bank obligations. Bonds, notes, or 
2 obligations issued, assumed, or guaranteed by the federal home 
3 loan bank, or issued, assumed, or guaranteed by the federal home 
4 loan bank board under the provisions of the Federal Home Loan 
~ Bank Act, as heretofore or hereafter amended. 
6 (17) (a) Real estate. Real estate or any interest therein: 
7 {b) Required for its convenient acconmodation in the trans-
8 action of its business with reasonable regard to future needs; 
9 (c) Acquired in connection with a claim under a policy of 
10 title insurance; 
11 {d) Acquired in satisfaction or on account of loans, mort-
12 gages, liens, judgments, or decrees, previously owing to it in 
13 the course of its business; 
14 (e) Acquired in part payment of the consideration of the 
1~ sale of real property owned by it if the transaction shall result 
16 in a net reduction in the company's investment in real estate; 
17 (f) Reasonably necessary for the purpose of maintaining or 
18 enhancing the sale value of real property previously acquired or 
19 held by it under this subsection. 
20 (g) No title insurance company shall continue to hold any 
21 real estate acquired by it under paragraphs (c), (d), or (e) of 
22 this subsection for more than five years from the date of acquisi-
23 tion thereof, unless it shall obtain the written approval of the 
24 commissioner to hold such real estate for a longer period of time. 
25 SECTION 19. Funds in excess of minimum capital, other than 
26 unearned premium reserve. (1) (a) Funds over and above minimum 
27 capital, other than the unearned premium reserve, may be retained 




1 following classes of investments: 
2 (b) Any of the classes of investments authorized in sec-
3 tion 18 of this act; except that the aggregate amount invested 
4 at any time in those classes of investments set forth in subsec-
5 tions (8), (9), (13), and (17) of section 18 of this act, when 
6 valued at cost, shall not, without written approval of the com-
7 missioner, exceed fifty per cent of the sum of the capital and 
8 surplus of such title insurance company as shown by its most 
9 recent statement on file with said conmissioner. 
10 (c) Corporate stock or shares of any solvent title insur-
11 ance company or any other solvent corporation exclusively engaged 
12 in one or more of the following businesses: The business of title 
13 insurance, the business of making, compiling, or selling abstracts 
14 of title to real estate or abstracts of any public records, or 
1~ the business ~f acting as escrow agent in connection with real 
16 estate transactions and which corporation is incorporated und~r 
17 the laws of the United States, or any state, district, or terri-
18 tory thereof, the Conmonwealth of Puerto Rico, or the Dominion of 
19 Canada or any province thereof. 
20 (d) Corporate stock or shares of any solvent corporation 
21 incorporated under the laws of the United States, or any state, 
22 district, or territory thereof, the Conmonwealth of Puerto Rico, 
23 or the Dominion of Canada or any province thereof; but, not more 
24 than an aggregate of twenty-five per cent of the amount of the 
25 surplus of the title insurance company as shown by its most recent 
26 statement on file with the commissioner shall be invested in such 
27 corporate stock or shares of such corporations which are not ex-
28 elusively engaged in the businesses set forth in paragraph (c) 
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1 of this subsection. 
2 (e) Canadian governmental subdivision obligations. Valid 
3 and legally authorized bonds, notes, or obligations issued, 
4 assumed, or guaranteed by any province, county, city, town, vil• 
5 lage, municipality, or political subdivision of the Dominion 
6 of Canada. 
7 (f) Other loans and investments. Loans or investments not 
8 qualifying or permitted under paragraphs (b), (c), (d), or (e) 
9 of this subsection to an amount not exceeding twenty-five per cent 
10 of the amount of the surplus of a title insurance company as 
11 shown by its most recent statement on file with the commissioner. 
12 (g) Title plant. If it shall at all times comply with the 
13 minimum capital investment requirements of section 18 of this act, 
14 a title insurance company may invest in a title plant. The title 
15 plant shall be considered an asset at the fair value thereof. 
16 In determining the fair value of a title plant, no value shall. 
17 be attributed to furniture and fixtures. The real estate in 
18 which the title plant is housed shall be carried as real estate. 
19 The value of title abstracts, title briefs, copies of convey-
20 ances or other documents, •indices, and other records comprising 
21 the title plant shall be determined by considering the expenses 
22 incurred in obtaining them, the age thereof, the cost of replace-
23 ments less depreciation, and all other relevant factors. Once 
24 the value of a title plant shall have been so determined, such 
25 value may be increased only by the acquisition of another title 
26 plant by purchase, consolidation, or merger; in no event shall 
27 the value of the title plant be increased by additions made 




l titles to real estate. Subject to the above limitations and 
2 with the approval of the conunissione~, a title insurance company 
3 may enter into agreements with one or more other title insurance 
4 companies authorized to do business in this state, whereby such 
5 companies shall participate in the ownership, management, and 
6 control of a title plant to service the needs of ~11 such com-
7 panies, or such companies may hold stock of a corporation owning 
8 and operating a title plant for such purposes. 
9 SECTION 20. Unearned premium reserve. The unearned premium 
10 reserve of a title insurance company may be held as cash on hand 
11 or on deposit in banks, or shall be invested.only in those classes 
12 of investments authorized by subsections (2), (3), (4), (5), (6), 
13 (7), (10), (11), (12), (14), (15), and (16) of section 18 of this 
14 act, except that not more than one-fourth of such reserve may be 
1~ invested in preferred or guaranteed stock or shares of any solvent 
16 corporation or business trust, incorporated or existing under_the 
17 laws of the United States, or of any state, district, or territory 
18 thereof, whose net earnings available for its fixed charges during 
19 each of the two years next preceding the date of such investment 
20 have been, and during the five years next preceding such date 
21 shall have averaged, not less than one and one-half times the sum 
22 of its average annual fixed charges, if any, as such fixed charges 
23 are defined in subsection (5) of section 18 of this act and its 
24 average annual preferred dividend requirements. For the purpose 
25 of this section, such computation shall refer to the calendar or 
26 other fiscal year or years of such solvent corporation and the 
27 term "preferred dividend requirements" shall include cwnulative 
28 and noncumulative dividends. 
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l SECTION 21. Prior investments. Any investment of a title 
2 insurance,company, lawfully acquired before the effective date 
3 of this act ano which but for this section would be considered 
4 ineligible as an investment on such effective date, shall be dis-
5 posed of within five years from such effective date. The connnis-
6 sioner, upon application and proof that forced sale of any such 
7 investment would be contrary to the best interests of the title 
8 insurance company and its policyholders, may extend the period 
9 for sale or disposal of such investment for a further reasonable 
10 time, in no event to exceed three years. 
11 SECTION 22. Requisites for foreign and alien title insur-
12 ance companies to do business in this state. (1) (a) Any title 
13 insurance company organized under the laws of another state or 
14 foreign government may be licensed to transact a title insurance 
15 business within this state if such company is and remains of the 
16 same standard of solvency and complies with other requirements 
17 fixed by the laws of this state for domestic title insurance com-
18 panies. No foreign or alien title insurance company shall be 
19 admitted and authorized to do business in this state until: 
20 (b) It shall first file in the office of the connnissioner, 
21 a duly certified copy of its charter or articles of incorpora-
22 tion, together with a statement under oath of the president and 
23 secretary or other chief officers of such company showing the 
24 condition of affairs of such company on December 31 next preced-
25 ing the date of such oath. The statement shall be in the same 
26 form and shall set forth the same particulars as the annual state-
27 ment required by section 72-1-13, C.R.S. 1963. All foreign and 
28 alien title insurance companies applying to do business in this 
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1 state on or after the effective date of this act shall pay to 
2 the cc:.mnissioner the same fee for filing the articles required 
3 by this section as that required by law for filing the same docu-
4 mentor documents with the secretary of state; but~ in no case 
5 shall the fee paid be less than twenty-five dollars. After fil-
6 ing its articles of incorporation or charter with the secretary 
7 of state, no title insurance company shall be required to file 
8 :lits aQDU&l report or other instrtnnent except ame.ndnen·ts to its 
9 ar-ticle•s: of incorporation or charter in the of"ffce of the secre-
10 t:a,ey: of state,- or to pay to the secretary of s-ta·te an annual 
11 corporation tax but shall comply with the ~~rements of section 
12 72-1-3'5, C .R.S. 1963. 
13 (c) It has satisfied the commissioner that it is fully and 
14 legally organized under the laws of its state or government to 
15 do the business it proposes to transact and that it has the 
16 requisite amount of capital, fully paid up and unimpaired. 
17 (d) It shall, by a duly executed instrument filed in his 
18 office, constitute and appoint the commissioner or his successor 
19 its true and lawful agent, upon whom all lawful processes in any 
20 action, rule, order, or legal proceeding against it may be served; 
21 and therein shall agree that any lawful process against it which 
22 may be served upon him as its said agent shall be of the same 
23 force and validity as if served on the company, and that the 
24 authority thereof shall continue in force irrevocably so long as 
25 any liability of the company remains outstanding in this state. 
26 SECTION 23. Foreign and alien title insurance companies -
27 resident agent required. (1) (a) No title insur.ance company. not 
28 incorporated or organized under the laws of tJHi~ s~e·,. butt 
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1 authorized to transact business in this state, shall make, write, 
2 place, or cause to be made, written, or placed any policy or con-
3 tract of insurance covering real property in this state except: 
4 (b) Through a title insurance agent as defined in section 
5 2 (10) of this act, who or which is a resident of this state or 
6 maintains his or its principal place of business in this state; or 
7 (c) Through a bona fide branch office located in this state 
8 and under the direction and control of such title insurance com-
9 pany, all expenses of which branch office, including compensation 
10 of all employees, are paid by such title insurance company; or 
11 (d) Through a subsidiary title insurance company. 
12 (2) This section shall not be applicable to contracts of 
13 reinsurance or to policies of excess coinsurance. 
14 SECTION 24. Mergers and consolidations of title insurance 
15 companies. (1) (a) A title insurance company organized and in-
16 corporated under the laws of this state may merge, be merged ~Y, 
17 or consolidate with, one or more title insurance companies whether 
18 or not so incorporated, by complying with the applicable provi-
19 sions of the state laws governing the merger or consolidation of 
20 stock corporations, but subject to the following: 
21 (b) (i) No such merger or consolidation shall be effectuated 
22 unless in advance thereof, the plan and agreement therefor have 
23 been filed with the connnissioner. The connnissioner shall examine 
24 the terms and conditions of such merger or consolidation, and of 
25 any exchange of shares or securities pursuant thereto, after hold'-
26 ing a hearing at which all persons or parties, to whom shares or 
27 securities are proposed to be issued in such exchange, shall have 
28 the right to appear. After such hearing, the commissioner shal] 
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1 either approve or disapprove the fairness of such terms and con-
2 ditions of exchange. The commissioner shall give such approval 
3 within a reasonable time after filing of a plan or agreement un-
4 less he finds such plan or agreement: , (ii) Is contrary to law; or 
6 (iii) Inequitable to the stockholders of such title insur-
7 ance company; or 
8 (iv) Would substantially reduce the security of and services 
9 to be rendered to policyholders of such domestic title insurance 
10 company in this state or elsewhere. 
11 (c) Where such merger or consolidation involves a parent 
12 company absorbing a wholly-owned subsidiary, the commis~ioner may, 
13 in his discretion, dispense with the holding of a hearing. 
14 (2) No director, officer, agent, or employee of any title 
1, insurance company party to such acquisition shall receive any fee, 
16 commission, compensation, or other valuable consideration whatso-
17 ever for in any manner aiding, promoting, or assisting therein 
18 except as set forth in such plan or agreement. 
19 (3) If the commissioner does not approve any such plan or 
20 agreement, he shall notify the title insurance company in writing 
21 specifying in detail his reasons therefor. 
22 SECTION 25. Corporate acquisitions other than by merger or 
23 consolidation. (1) (a) A title insurance company organized and 
24 incorporated under the laws of this state may issue stock in ex-
25 change for all or any· part of the assets or stock of a domestic 
26 or foreign title insurance company, abstract company, or title 
27 insurance agent if, in advance thereof, a plan or agreement of 
28 acquisition shall have been filed with the commissioner. The 
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1 connnissioner shall examine the terms and conditions of such plan 
2 or agreement of acquisition, and of any exchange of shares or 
3 securities pursuant thereto, after holding a hearing at which 
4 all persons or parties to whom it is proposed to issue shares or 
5 securities in such exchange shall have the right to appear. After 
6 such hearing, the connnissioner shall either approve or disapprove 
7 the fairness of such terms and conditions of such acquisitiOft 
8 and exchange. The connnissioner shall give such approval within 
9 a reasonable time after filing of a plan or agreement unless he 
10 finds such plan or agreement: 
11 (b) Is contrary to law; or 
12 (c) Inequitable to the stockholders of any title insurance 
13 or abstract company involved; or 
14 (4) Would substantially reduce the security of and services 
15 to be rendered to policyholders of the domestic title insurance 
16 company in this state or elsewhere. 
17 (2) No director, officer, agent, or employee of any title 
18 i:aitmrance company or abstract company party to such acquisition 
19 stliell receive any fee, connnission, compensation, or other valu-
20 •le consideration whatsoever for in any manner aiding, promoting, 
2l ff assisting therein except as set forth in such plan or agreement. 
22· (3) If the connnissioner does not approve any such plan or 
231 agreement, he shall notify the title insurance company in writing 
2a1 specifying in detail his reasons therefor. 
2$ SECTION 26. Purchase or acquisition of controlling st.(ftrli~~-
26, (11~ In the event any person or persons, corporation, or ,c,or.po1ra:t-
271 ti;ons tpropose to purchase or acquire the controlling capitaiJJ 
28" s:todk <vf any domestic title insurance company, ":Bl!ldh personi m,r 
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l persons, corporation, or corporations shall first make applica-
2 tion to the conmissioner for approval of such purchase or acquisi-
3 tion. The application shall contain the name and address of the 
4 proposed new owner or owners of the controlling stock, and the 
, connnissioner shall approve the proposed purchase or acquisition 
6 only after he has become satisfied that such purchase or acquisi-
7 tion will not result in violation of the antirebate provisions 
8 or controlled business provisions as defined herein by sections 
9 34, 35, and 36 of this act, and that the proposed new owner or 
10 owners of the controlling stock are qualified by character, ex-
11 perience, and financial responsibility to control and operate 
12 the title insurance company in a lawful and proper manner, and 
13 that the interest of the title insurance company stockholders 
14 and policyholders and the interest of the public generally will 
15 not be jeopardized by the proposed change in ownership and manage-
16 ment. If the commissioner does not, by affinnative action, ap-
17 prove or disapprove the proposed purchase or acquisition within 
18 thirty days after the date on which such application was so filed 
19 with him, the proposed purchase or acquisition shall be deemed 
20 to be approved at the expiration of such thirty-day period. 
21 (2) No such purchase or acquisition of a domestic title 
22 insurance company shall be effectuated unless approved as pro-
23 vided in subsection (1) of this section. 
24 (3) In the event the connnissioner disapproves the proposed 
25 purchase or acquisition, he shall give written notice thereof to 
26 the person or persons, corporation, or corporations so applying 
27 for approval, setting forth in detail the reasons for disapproval. 
28 SECTION 27. Title insurance agents - names to be certified 
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l to commission~r. Every title insurance company authorized to 
2 transact business within this state shall certify annually to 
3 the commissioner the names of all title insurance agents repre-
4 senting it in this state. 
5 SECTION 28. Title insurance agents licensed. (1) (a) Title 
6 insurance agents shall be licensed in the manner provided for 
7 agents of insurance companies in section 72-1-18, C .R.S. 1963, 
8 except as otherwise provided in this section. 
9 (b) All applicants for a title insurance agent's license 
10 shall be required to qualify for such license by taking an exam-
11 ination of sufficient scope to satisfy the commissioner that the 
12 applicant has sufficient knowledge of, and is reasonably familiar 
13 with, the title insurance laws of this state and with the provi-
14 sions, terms, and conditions of title insurance, and has an 
15 adequate understanding of the duties and obligations of a title 
16 insurance agent. 
17 (c) If the applicant for a title insurance agent's license 
18 is a firm, association, corporation, cooperative, or joint-stock 
19 company, the members, officers, and employees of the applicant 
20 who intend to exercise the power and perform the duties of the 
21 agency, shall be required to take the examination required of 
22 applicants by paragraph (b) of this subsection; but, thos~ em-
23 ployees performing only clerical functions not requiring the 
24 knowledge and understanding of title insurance agents shall not 
25 be required to take said examination. 
26 (d) All applicants for a title insurance agent's license 
27 who are acting as title insurance agents on the effective date 
28 of this act shall not be required to take an examination for such 
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1 license if application for the issuance of such license is filed 
2 with the conunissioner within a period of six months innnediately 
3 following the effective date of this act. 
4 (e) No license shall be required for any attorney at law 
5 licensed to practice law in this state, b~t nothing in this sec-
6 tion shall exempt any attorney at law acting as such an agent 
7 from compliance with all other provisions of this act. 
8 (2) Licenses of title insurance agents shall expire on 
9 January 1 next after their issue, unless sooner terminated by the 
10 company or revoked by the commissioner. 
11 (3) Title insurance agents' licenses may be renewed annual-
12 ly upon the filing of an application containing such information 
13 as the commissioner deems necessary. 
14 (4) The corrnnissioner may, upon application to him by any 
15 person, firm, association, corporation, cooperative, or joint-
16 stock company, grant to such applicant a temporary license as a 
17 title insurance agent. Such license shall remain in force and 
18 effect for a period of six months or until the expiration of 
19 sixty days after the next regularly scheduled examination for 
20 applicants for a title insurance agent's license, whichever is 
21 later. In the event of failure of the applicant to qualify for 
22 a regular title insurance agent's license as provided in this 
23 section, no renewal or extension of any temporary license held 
24 by said applicant shall be granted by the commissioner. 
25 SECTION 29. Title insurance agents - books. records. escrows. 
26 (1) Every title insurance agent shall keep his or its books of 
27 account, records, and vouchers pertaining to the business of title 
28 insurance in such a manner that the commissioner, or his authorized 
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l representatives, may readily ascertain from time to time whether 
2 the agent has complied with all the provisions of this act. 
3 (2) (a) A title insurance agent may be engaged in the busi-
4 ness of handling escrows of real property transactions as pro-
5 vided for title insurance companies in section 8 {l) {e) of this 
6 act, and so long as: 
7 (b) The agent shall maintain a separate record of all re-
8 ceipts and disbursements of escrow funds and shall not connningle 
9 any such funds with the agent's own funds or with funds held by 
10 the agent in any other capacity; and 
11 (c) The agent shall procure and file with the connnissioner 
12 a good and sufficient bond in the amount of five thousand dollars 
13 with a corporate surety, duly licensed to do a surety business 
14 within the state, which bond has been approved as to form by the 
15 attorney general of the state, and is conditioned that said appli-
16 cant will not practice fraud or make any fraudulent representa-
17 tions or violate any of the provisions of this section in the con-
18 duct of the business for which the agent is licensed'. 
19 (3) If at any time the connnissioner determines t!:ha1t an 
20 agent has failed to comply with any of the provisions ol this 
21 section, the connnissioner, after a hearing, condlocted in arceord-
22 ance with the provisions of article 16 of chapter 3, C.R.S. 1963, 
23 may revoke the license of said agemt. 
24 SECTION 30. Title insurance agents - attorneys at lawc. If 
25 at any time the commissioner shall d'e-1termine that an a1ttt<!>rney at 
26 law who is acting as a title insurance· ~ n.a•s fai:Ee·d: tto comply 
27 with any provision of this act, and' ttlae: e-omndis:-si.oner would be 
28 en~itled to revoke the license of sa&~ agent, the connnissioner, 
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1 after written notice and affording an opportunity for a hearing, 
2 may issue an order in writing revoking the attorney's right to 
3 do business as a title insurance agent. A copy of said order 
4 shall be sent by the commissioner to the attorney and to each 
5 title insurance company for which said attorney is acting as a 
6 title insurance agent. 
7 SECTION 31. Title insurance agents' replies to inquiries 
8 by conunissioner. Every title insurance agent shall reply, in 
9 writing, promptly, with a copy thereof to each title insurance 
10 company for which said agent is acting, to any inquiry of the 
11 commissioner relative to the business of title insurance, and 
12 failure to reply shall be a ground for revocation of the agent's 
13 license. A copy of any inquiry sent by the conunissioner to any 
14 agent relative to said agent's conduct of the business of title 
15 insurance shall also be sent by the connnissioner to each title 
16 insurance company for which said agent is acting. 
17 SECTION 32. Title insurance agents - certain names pro-
18 hibited. On and after the effective date of this act, no agent 
19 for a title insurance company shall adopt a firm name containing 
20 the words "title insurance", "title guaranty", or "title guar-
21 antee", unless such words are followed by the words "agent" or 
22 "agency". The words "agent" or "agency" must be in the same size 
23 and type as the words preceding them. This section shall not 
24 apply to any title insurance company acting as agent for another 
25 title insurance company. 
26 SECTION 33. Commissions - right to pay. A title insurance 
27 company may pay a commission to a title insurance agent, as de-
28 fined in section 10 (2) of this act. 
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l SECTION 34. Connnissions - other considerations prohibited. 
2 No title insurance company and no title insurance agent shall pay 
3 or give to any applicant for insurance, or to any person, firm, 
4 or corporation who is acting as agent, representative, attorney, 
~ or employee 0£ the owner, lessee, mortgagee or of the prospective 
6 owner, lessee, or mortgagee of the real property or any interest 
7 therein, either directly or indirectly, any commission or any 
8 part of its fees or charges, or any other consideration or valu-
9 able thing, as an inducement for, or as compensation for, any 
10 title insurance business. Nothing in this section shall preclude 
11 the payment by a title insurance company of a commission to any 
12 attorney, if said attorney is also a title insurance agent of 
13 such title insurance company, duly licensed in accordance with 
14 the provisions of this act, or the payment of a fee to an attorney 
15 for services rendered in the examination of title. 
16 SECTION 35. Rebates or reduced fees. No title insurance 
17 company and no title insurance agent shall make any rebate of any 
18 portion of the fee or charge established pursuant to section 41 
19 of this act. No title insurance company and no title insurance 
20 agent shall quote any fee.or make any charge for a title insur-
21 ance policy to any person which is less than that currently 
22 available to others for the same type of title insurance policy 
23 in a like amount and involving the same factors as set forth in 
24 the schedule of fees and charges established pursuant to section 
25 41 of this act. The amount by which any fee or charge is less 
26 than that prescribed by the schedule of fees and charges estab-
27 lished pursuant to said section 41 is an unlawful rebate'. 
28 SECTION 36. Personal or c·ontroTli.ecl insurance- (]) (a) As 
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1 used in this act, "personal or controlled insurance" means a 
2 policy of title insurance where any policyholder thereunder is, 
3 or the loss thereunder is payable to: 
4 (b) (i) The title insurance company issuing such policy; or 
5 (ii) Any person or corporation directly or indirectly own-
6 ing or controlling a majority of the voting stock or controlling 
' 
7 interest in such title insurance company; or 
8 (iii) Any corporation which is directly or indirectly con-
9 trolled by a person or corporation which also controls the title 
10 insurance company as described in subparagraph (ii) of this para-
11 graph (b); or 
12 (iv) Any corporation making consolidated returns for United 
13 States income tax purposes with such title insurance company or 
14 any corporation described in subparagraph (ii) or (iii) of this 
15 paragraph (b). 
16 (c) The title insurance agent issuing such policy; or 
17 (d) (i) If such title insurance agent is a natural person: 
18 (ii) His spouse, his employer, or his employer's spouse; or 
19 (iii) Any person related to him or the persons described 
20 in subparagraph (ii) of this paragraph (c) within the second 
21 degree by blood or marriage; or 
22 (iv) If his employer is a corporation, any person directly 
23 or indirectly owning or controlling a majority of the voting 
24 stock or controlling interest in such corporation; or 
25 (v) If his employer is a partnership or association, any 
26 person owning an interest in such partnership or association. 
27 (e) (i) If such title insurance agent is a corporation: 
28 (ii) Any person directly or indirectly owning or controlling 
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1 a majority of the voting stock or controlling interest in such 
2 corporation; or 
3 (iii) Any corporation which is directly or indirectly con-
4 trolled by a person who also controls the title insurance agent 
5 as described in subparagraph (ii) of this paragraph (e); or 
6 (iv) Any corporation making consolidated returns for United 
7 States income tax purposes with any other corporation described 
8 in this paragraph (e). 
9 (2) If the fees and charges for personal or controlled in-
10 surance from any one source so issued in any one calendar year 
11 received by a title insurance company or by a title insurance 
12 agent shall exceed twenty-five per cent or from all such sources 
13 shall exceed fifty per cent of the total fees and charges re-
14 ceived by such title insurance company or by such title insurance 
15 agent for title insurance issued in the same year, the excess 
16 shall be deemed to be an unlawful rebate. 
17 SECTION 37. Violations - examination of records. The com-
18 missioner, if he has reason to believe that any title insurance· 
19 agent has violated or is violating any of the provisions of sec-
20 tions 34, 35, or 36 of this act, shall forthwith examine said 
21 title insurance agent's books of account and records and vouchers, 
22 pertaining to the business of title insurance. 
23 SECTION 38. Unlawful connnissions, rebates - penalties. 
24 Every title insurance company and every title insurance agent 
25, which pays any connnission or which makes any unlawful rebate,, iln: 
26 wd!]lful violation of sections 34, 35, or 36 of this act shall be 
27 liiaiM1e to the people of the state of Colorado for five t:iimes, the· 
23 amoun€ of any such connnission or unlawful rebate DW addition to 
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1 any other penalty imposed by law. Such penalty shall be collected 
2 by and paid to the commissioner for deposit in the general fund. 
3 SECTION 39. Permitted division of fees. Nothing in this 
4 act shall be construed to prohibit the division of fees and 
5 charges between or among two or more title insurance companies 
6 or between or among one or more title insurance companies and 
7 one or more title insurance agents, or between or among two or 
8 more title insurance agents, if any such division of fees and 
9 charges does not constitute an unlawful rebate as defined by sec-
10 tion 36 of this act and is not in payment of a forwarding fee 
11 or finder's fee. 
12 SECTION 40. General provisions - rates - rating organiza-
13 tiOI.IS- - procedure. The purposes of sections 41 to 52 of this 
14 act~ &re to promote the public welfare by regulating title insur-
1!> ance, Ta·tes to the end that they shall not be excessive, inade-
16 quate, or unfairly discriminatory, and to authorize cooperative 
17 action between or among title insurance companies in rate mak-
18 ing and other matters within the scope of said sections. Nothing 
19 in this section is intended to prohibit or discourage reasonable 
20 competition, or to prohibit or discourage, except to the extent 
21 necessary to accomplish the purposes stated above, uniformity in 
22 title insurance rates, rating systems, and rating plans and 
23 practices. The provisions of said sections 41 to 52 shall be 
24 liberally interpreted to effect the purposes thereof. 
25 SECTION 41. Rate filing. (1) Every title insurance com-
26 pany shall file with the commissioner its schedule of fees in-
27 eluding the premium and standard service charge as provided in 
28 section 2 (6) and (7), and every manual of classifications, rules, 
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l and plans pertaining thereto, and every modification of any of 
2 the foregoing which it proposes to use in this state. Every such 
3 filing shall state the proposed effective date thereof and shall 
4 indicate the character and extent of the coverage contemplated. 
5 For the purpose of computing premium taxes, every title insurance 
6 company shall set forth that part of its filed fees which it 
7 designates to be premium as defined in section 2 (6) of this act. 
8 (2) A title insurance company may satisfy its obligations 
9 to make such filings by becoming a member of, or a subscriber to, 
10 a licensed title insurance rating organization which makes such 
11 filings, and by authorizing the commissioner to accept such fil-
12 ings on its behalf. 
13 (3) The commissioner shall make such review of the filings 
14 as may be necessary to carry out the provisions of this act. 
15 (4) Subject to the provisions of subsection (6) of this 
16 section, each filing shall be on file for a period of fifteen 
17 days before it becomes effective. The commissioner may, upon 
18 written notice given within such period to the person making the 
19 filing, extend such waiting period for an additional period, not 
20 to exceed fifteen days, to enable him to complete the review of 
21 the filing. Further extensions of such waiting period may also 
22 be made with the consent of the title insurance company or rating 
23 organization making the filing. Upon written application by the 
24 title insurance company or rating organization making the filing, 
25 the corrnnissioner may authorize a filing or any part thereof which 
26 he has reviewed, to become effective before the expiration of the 
27 waiting period or any extension thereof. 
28 (S) Except in the case of rates filed under subsection (6) 
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1 of this section, a filing which has become effective shall be 
2 deemed to meet the requirements of this act. 
3 (6) When the commissioner finds that any rate for a partic-
4 ular kind or class of risk cannot practicably be filed before it 
5 is used, or any contract or kind of title insurance, by reason 
6 of rarity or peculiar circumstances, does not lend itself to 
7 advance determination and filing of rates, he may, under such 
8 rules and regulations as he may prescribe, pennit such rate to be 
9 used without a previous filing and waiting period. 
10 (7) Beginning ninety days after the effective date of this 
I 
11 act, no title insurance company or title insurance agent shall 
12 charge any fee for any policy or contract of title insurance ex-
13 cept in accordance with filings or rates which are in effect for 
14 said title insurance company as provided in this act, or in ac-
1& cordance with subsection (6) of this section. 
16 (8) The commissioner shall not have the power to regulate, 
17 or require the filing of rates or fees for reinsurance contracts 
18 or agreements or excess coinsurance. 
19 SECTION 42. Justification for rates. (1) A rate filing 
20 shall be accompanied by a statement of the title insurance com-
21 pany or title insurance rating organization making the filing, 
22 setting forth the basis upon which the rate was fixed and upon 
23 which the fees are to be computed. 
24 (2) (a) Any filing may be justified by: 
2~ (b) The experience or judgment of the title insurance com-
26 pany or title insurance rating organization making the filing; 
27 (c) Its interpretation of any statistical data relied upon; 
28 (d) The experience of other title insurance companies or 
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1 title insurance rating organizations; or 
2 (e) Any other factors which the title insurance company 
3 or title insurance rating organizations deem relevant. 
4 (3) The statement and justification shall be open to pub-
, lie inspection after the rate to which it ,applies becomes effec-
6 tive. 
7 SECTION 43. Making of rates. (1) (a) Every title insur-
e ,ance cO]Ilpany that shall make its own rates, and every title in-
9 surance rating organization, shall make rates that are neither 
10 excessive nor inadequate for the safety and soundness of any 
11 title insurer, which do not unfairly discriminate between risks 
12 in this state which involve essentially the same exposure to loss 
13 and expense elements, and which shall give due consideration to 
14 the following matters: 
1~ (b) The desirability for stability of rate structures; 
16 (c) The necessity, by encouraging growth in assets of 
17 title insurance companies in periods of high business activity, 
18 of assuring the financial solvency of title insurance companies 
19 in periods of economic depression; and 
20 (d) The necessity for paying dividends on the capital stock 
21 of title insurance companies sufficient to induce capital to be 
22 invested therein. 
23 (2) Every title insurance company that shall make its own 
24 rates, and every title insurance rating organization, shall adopt 
25 basic classifications of policies or contracts of title insur-
26 ance which shall be used as the basis for rates. 
27 (3) Rates within each rate classification may, at .the dis-
28 cretion of the title insurance company that files its own rates, 
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l or at the discretion of the title insurance rating organization, 
2 be less than the cost of the expense elements in the case of 
3 smaller amounts of title insurance, and the excess may be charged 
4 against the larger amounts of title insurance without rendering 
5 the rates unfairly discriminatory. 
6 SECTION 44. Disapproval of filings. (1) (a) Upon the re-
7 view at any time by the connnissioner of a filing, he shall, before 
8 issuing an order of disapproval, hold a hearing after not less 
9 than ten days' written notice, specifying in reasonable detail 
10 the matters to be considered at such hearing, to every title in-
11 surance company and title insurance rating organization which 
12 made such filing, and if, after such hearing, he finds that such 
13 filing or a part thereof does not meet the requirements of this 
14 act, he shall issue an order specifying in what respects he finds 
15 that it so fails, and stating when, within a reasonable period 
16 thereafter, such filing or a part thereof shall be deemed no 
17 longer effective if the filing or a part thereof has become effec-
18 tive under the provisions of section 41 of this act. If not 
19 theretofore approved or disapproved after a hearing thereon, or 
20 affirmatively approved or disapproved by the corrnnissioner, unless 
21 the time therefor is extended as provided in section 41 (4), the 
22 filing shall become effective at 12:01 a.m. on the six~.eenth day 
23 after the filing. 
24 (b) Any title insurance company or title insurance rating 
25 organization shall have the right at any time to withdraw a filing 
26 or a part thereof, subject to the provisions of section 46 of 
XI this act in the case of a deviation filing. 
28 (c) Copies of said order shall be sent to every title 
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l insurance company and title insurance rating organization af-
2 fected. Said order shall not affect any contract or policy made 
3 or issued prior to the expiration of the period set forth in 
4 said order. 
5 (2) (a) Any person or organization a~grieved with respect 
6 to any filing which is in effect, may make written application 
7 to the coinmissioner for a hearing thereon. The title insurance 
8 company or title insurance rating organization that made the fil-
9 ing shall not be authorized to proceed under this subsection. 
10 Such application shall specify in reasonable detail the grounds 
11 to be relied upon by the applicant. If the connnissioner shall 
12 find that the application is made in good faith, that the appli-
13 cant would be so aggrieved if his grounds are established, and 
14 that such grounds otherwise justify holding such a hearing, he 
15 shall, within thirty days after receipt of such application, hold 
16 a hearing after not less than ten days' written notice to the 
17 applicant and to every title insurance company and title insur-
18 ance rating organization which made such a filing. If, after 
19 such hearing, the commissioner finds that the filing or a part 
20 thereof does not meet the requirements of this act, he shall 
21 issue an order specifying in what respects he finds that such 
22 filing or a part thereof fails to meet the requirements of this 
23 act, stating when within a reasonable period thereafter, such fil-
24 ing or a part thereof shall be deemed no longer effective. 
25 (b) Copies of said order shall be sent to the applicant 
26 and to every such title insurance company and title insurance 
27 rating organization. Said order shall not affect any contract 
28 or policy made or issued prior to the expiration of the period 
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1 set forth in said order. 
2 SECTION 45. Title insurance rating organizations. (1) (a) 
3 Any corporation, unincorporated association, partnership, or in-
4 dividual, whether located within or outside this state, may make 
5 application to the commissioner for license as a rating organiza-
6 tion for title insurance companies, and shall file therewith: 
7 (b) A copy of its constitution, its articles of agreement 
8 ,or association, or its certificate of incorporation, and of its 
9 bylaws, rules and regulations, or an individual's plan of opera-
10 tion, governing the conduct of its business; 
11 (c) A list of its members and subscribers; 
12 (d) The name and address of a resident of this state upon 
13 whom notices or orders of the commissioner or process affecting 
14 such rating organization may be served; and 
1~ (e) A statement of its qualifications as a title insurance 
16 rating organization. 
17 (2) (a) If the commissioner finds that the applicant is 
18 competent, trustworthy, and otherwise qualified to act as a title 
19 insurance rating organization, and that its constitution, articles 
20 of agreement or association, or certificate of incorporation, and 
21 its bylaws, rules and regulations, or plan of operation, govern-
22 ing the conduct of its business confonn to the requirements of 
23 the law, he shall issue a license authorizing the applicant to 
24 act as a rating organization for title insurance. Every such 
25 application shall be granted or denied in whole or in part by 
26 the commissioner within sixty days after the date of its filing. 
27 Licenses issued pursuant to this section shall remain in effect 
28 for three years unless sooner suspended or revoked by the 
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1 commissioner or surrendered by the licensee. The fee for said 
2 license shall be the sum of twenty-five dollars. Licenses issued 
3 pursuant to this section may be suspended or revoked by the com-
4 missioner, after written notice and affording an opportunity for 
5 a hearing, in the event the title insurance rating organization 
6 ceases to meet the requirements of this subsection. 
7 (b) (i) Every such rating organization shall notify the 
8 comrnissioner promptly of every change in: 
9 (ii) Its constitution, its articles of agreement or associa-
10 tion, or its certificate of incorporation, and its bylaws, rules, 
11 and regulations governing the conduct of its business; 
12 (iii) Its list of members and subscribers; and 
13 (iv) The name and address of the resident of this state 
14 designated by it upon whom notices or orders of the commissioner 
15 or process affecting such rating organization may be served. 
16 (3) (a) Subject to conditions and requirements approved by 
11· the comrnissioner as reasonable, each title insurance rating organ-
18 iza~ion shall permit any title insurance company not a member to 
19 subscribe to its rating services. Notices of proposed changes in 
20 such conditions and requirements shall be given to subscribers. 
21 Each such rating organization shall furnish its rating services 
22 without discrimination to its members and subscribers. The 
23 reasonableness of any condition or requirement in its application 
24 to subscribers, or the refusal of any such rating organization 
25 to admit a title insurance company as a subscriber, shall, at 
26 the request of any subscriber or any such title insurance company, 
27 be reviewed by the comrnissioner at a hearing held upon at least 




2 (b) If the conunissioner finds that such condition or re-
3 quirement is unreasonable in its application to subscribers, 
4 he shall order that the same shall not be applicable to sub-
5 scribers. If the rating organization fails to grant or reject 
6 an application of a title insurance company for subscribership 
7 within thirty days after such application was made, the title 
8 insurance company may request a review by the connnissioner as 
9 if the application had been rejected. If the connnissioner finds 
10 that the title insurance company has been refused admittance to 
11 the title insurance rating organization as a subscriber without 
12 justification, he shall order said rating organization to admit 
13 the title insurance company as a subscriber. If he finds that 
14 the action of the title insurance rating organization was justi-
15 fied, he shall make an order affirming its action. 
16 (4) Cooperation among title insurance rating organizati~ns, 
17 or among such rating organizations and title insurance companies, 
18 and concert of action among title insurance companies under the 
19 same general management and control in rate making or in other 
20 matters within the scope of this act is authorized; but the fil-
21 ings resulting therefrom are subject to all the provisions of 
22 this act applicable to filings generally. The commissioner may 
23 review such activities and practices and if, after a hearing, he 
24 finds that any such activity or practice is unfair or unreason-
25 able or otherwise inconsistent with the provisions of this act, 
26 he may issue a written order specifying in what respects such 
27 activity or practice is unfair or unreasonable or otherwise in-
28 consistent with the provisions of this act and requiring the 
29 
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1 discontinuance of.such activity or practice. 
2 SECTION 46. Deviations. (1) Every member of or subscriber 
3 to a title insurance rating organization shall adhere to the fil-
4 ings made on its behalf by such organization, except that any 
5 title insurance company which is a member of or subscriber to 
6 such a rating organization may file with the commissioner a uni-
7 form percentage of decrease or increase to be applied to any or 
8 all elements of the fees produced by the rating system so filed 
9 for a class of title insurance which is found by the commission-
10 er to be a proper rating unit for the application of such uniform 
11 decrease or increase, or to be applied to the rates for a partic-
12 ular area. Such deviation filing shall specify the basis for the 
13 modification and shall be accompanied by the data or historical 
14 pattern upon which the applicant relies. A copy of the devia-
15 tion filing and data shall be sent simultaneously to such rating 
16 organization. 
17 (2) Any such deviation filing shall be on file for a wait-
18 ing period of fifteen days before it becomes effective. Exten-
19 sion of such waiting period may be made in the same manner that 
20 such period is extended in the case of rate filings. The com-
21 missioner may authorize a deviation filing or any part thereof 
22 to become effective before the expiration of the waiting period 
23 or any extension thereof. Deviation filings shall be subject 
24 to the provisions of section 44 of this act. Each deviation 
25 shall be effective for at least one year unless terminated soon-
26 er, with the approval of the commissioner, or in accordance with 
27 the provisions of section 44 of this act. 
28 SECTION 47. Appeal from rating organization decision. (1) 
~ 
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1 Any member of or subscriber to a title insurance rating organiza-
2 tion may appeal to the connnissioner from any action or decision 
3 of such rating organization in approving or rejecting any proposed 
4 change in or addition to the filing of such rating organization, 
5 and the connnissioner shall, after a hearing held upon not less 
6 than ten days' written notice to the appellant and to such rating 
7 organization, issue an order approving the action or decision of 
8 such rating organization or directing it to give further consider-
9 ation to such proposal and to take action or make a decision upon 
10 it within thirty days. 
11 (2) If such appeal is from the action or decision of the 
12 title insurance rating organization in rejecting a proposed addi-
13 tion to its filings, he may, in the event he finds that such 
14 action or decision was unreasonable, issue an order directing 
15 said rating organization to make an addition to its filings, on 
16 behalf of its members and subscribers, in a manner consistent 
17 with his findings, within a reasonable time after the issuance 
18 of such order. If the appeal is from the action of the title 
19 insurance rating organization with regard to a rate or a proposed 
20 change in or addition to its filings relating to the character 
21 and extent of coverage, he shall approve the action of said rating 
22 organization or such modification thereof as shall have been sug-
23 gested by the appellant, if either be in accordance with this act. 
24 (3) The failure of a title insurance rating organization 
25 to take action _or make a decision within thirty days after sub-
26 mission to it of a proposal under this section shall constitute 
27 a rejection of such proposal within the meaning of this section. 
28 If such appeal is based upon the failure of said rating organization 
29 
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1 to make a filing on behalf of such member or subscriber which is 
2 based on a system of expense allocation which differs, in accord-
3 ance with the right granted in subsection (3) of section 43 of 
4 this act from the system of expense allocation included in a fil-
5 ing made by said rating organization, the conmissioner shall, if 
6 he grants the appeal, order the rating organization to make the 
7 requested filing for use by the appellant. In deciding such 
8 ,appeal, the connnissioner shall apply the standards set forth in 
9 section 43 of this act. 
10 SECTION 48. Rate administration - authority and duties of 
11 connnissioner - rules and regulations. (1) (a) The conmissioner 
12 may, in his discretion, prescribe by regulation rules reasonably 
13 adaptable to each of the rating systems on file with him, unifonn 
14 classification of accounts to be observed, statistics to be re-
15 ported, and uniform forms for reporting such data by all title 
16 insurance companies and title insurance rating organizations •. No 
17 such regulation shall be promulgated by the commissioner except 
18 after a hearing held upon notice to all title insurance companies 
19 and title insurance rating organizations. Any such regulations, 
20 or amendments thereto, shall be promulgated by the connnissioner 
21 not less than six months prior to the first day of the calendar 
22 year during which such regulation or amendment shall take effect. 
23 (b) Any title insurance company or title insurance rating 
24 organization aggrieved by such rules or regulations, shall have 
25 the right to file an action in the district court of the city and 
26 county of Denver within thirty days to determine the validity or 
27 reasonableness of such rule or regulation. Such action shall be 
28 a trial de novo as provided in section 58 of this act. 
29 
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l (2) Reasonable rules and plans may be promulgated by the 
2 commissioner for the interchange of data necessary for the appli-
3 cation of rating plans. 
4 (3) In order to further the unifonn administration of rate 
5 regulatory laws, the commissioner and eve~y title insurance com-
6 pany and title insurance rating organization may exchange infor-
7 mation and experience data with insurance supervisory officials, 
8 title insurance companies, and title insurance rating organiza-
9 tions in other states, and may consult with them and with each 
10 other with respect to rate making and the application of rating 
11 systems. 
12 SECTION 49. False or misleading information. No title insur-
13 ance company or title insurance agent shall willfully withhold 
14 information from, or knowingly give false or misleading informa-
15 tion to, the commissioner or_any title insurance rating organiza-
16 tion, of which the title insurance company is a member or sub-




SECTION 50. Penalties - suspension, revocation of licenses. 
The commissioner may, if he finds that any title insurance 
21 rating organization, title insurance company, or title insurance 
22 agent has violated any provision of this act, impose a penalty of 
23 not more than fifty dollars for each such violation, but if he 
24 finds such violation to be willful, he may impose a penalty of 
25 not more than five hundred dollars for each such violation. Such 
26 penalties may be in addition to any other penalty provided by law. 
27 (2) The commissioner may suspend the license of any title 
28 insurance rating organization, tit-1.P. insurance company, or title 
?0 
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l insurance agent which fails to comply with an order of the com-
2 missioner within the time limited by such order, or any exten-
3 sion thereof, which the commissioner may grant. The commis-
4 sioner shall not suspend the license of any such rating organ-
5 ization, company, or agent for failure to comply with an order 
6 until the time prescribed for an appeal therefrom has expired, 
7 or, if an appeal has been taken, until such order has been af-
8 firmed. 
9 (3) The connnissioner may determine when a suspension o·f 
10 license shall become effective, and it shall remain in effect 
11 for the period fixed by him, unless he modifies or rescinds such 
12 suspension, or until the order upon which such suspension is 
13 based is modified, rescinded, or reversed. 
14 (4) No penalty shall be imposed and no license shall be 
15 suspended or revoked except upon a written order of the commis-
16 sioner, stating his findings, made after a hearing held upon not 
17 less than ten days' written notice to such person or organiza-
18 tion, specifying the alleged violation. 
19 SECTION 51. Hearing procedures. (1) Any title insurance 
20 company, title insurance rating organization, or person aggrieved 
21 by any action of the connnissioner, or by any rule or regulation 
22 adopted and promulgated by him, shall have the right to file a 
23 complaint with the commissioner and to have a hearing thereon 
24 before the commissioner. Pending such hearing and the decision 
25 thereon, the commissioner may suspend or postpone the effective 
26 date of such action, rule, or regulation. 




1 and the decision of the commissioner on the issue or filing 
2 involved shall be rendered, in accordance with article 16 of 
3 chapter 3, C.R.S. 1963. 
4 SECTION 52. Existing filings and hearings continued. All 
5 title insurance manuals of classifications, rules and rates, 
6 rating plans, and all modifications thereof filed under any 
7 law repealed by this act shall be deemed to have been filed 
8 under this act, and all title insurance rating organizations 
9 licensed under such repealed law shall be deemed to have been 
10 licensed under this act. All hearings and investigations 
11 pending under such repealed law shall be deemed to have been 
12 initiated under and shall be continued under this act. 
13 SECTION 53. Forms of policies and other contracts of 
14 title insurance. (1) Every title insurance company shall 
15 file with the connnissioner at least one copy of all forms of 
16 title policies and other contracts of title insurance before 
17 the same shall be issued. Any such filing may be made by a 
18 title insurance rating organization in behalf of all of its 
19 members or subscribers. In no event shall any title insurance 
20 company issue any such form of policy or contract until thirty 
21 days after it shall have been filed with the counnissioner, un-
22 less it shall have received earlier approval by the connnis-
23 sioner. Unless the commissioner shall disapprove a form of 
24 title policy or contract of title insurance within thirty days 
25 after the date of its filing, such form shall be deemed to 





1 (2) On or after ninety days after the effective date of 
2 this act, no title -; nsurance company or title insurance agent 
3 shall issue any form of title policy or other contract of title 
4 insurance except upon forms filed and approved in accordance 
5 with this act. 
6 (3) (a) Forms of title policies and other contracts of in-
7 surance, as used in this section, shall be deemed to include 
8 preliminary reports of title, binders for insurance, and policies 
9 of insurance or guaranty, together with all the terms and condi-
10 tions of insurance coverage or guaranty that relate to title to 
11 any interest in real property and which shall be offered by a 
12 title insurance company. Such forms shall not include: 
13 (b} Reinsurance contracts or agreements; 
14 (c) All specific defects in title that may be ascertained 
15 from an examination of the risk and excepted in such reports, 
16 binders, or policies, together with any affirmative assurance of 
17 the title insurance company with respect to such defects whether 
18 given by endorsement or otherwise; and 
19 (d) Such further exceptions from coverage by reason of 
20 limitations upon the examination of the risk imposed by an appli-
21 cant for insurance or through failure of an applicant for insur-
22 ance to provide the data requisite to a judgment of insurability. 
23 SECTION 54. Annual statements of title insurance companies -
24 form and contents. (1) Every title insurance company authorized 
25 to do a title insurance business in this state, shall file in the 
... 
26 office of the commissioner annually on or before the first day of 
27 March a statement, to be known as its annual statement, executed 
28 in duplicate, verified under oath by at least two of its princip_al 
29 
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1 officers, showing its financial condition as of December 31 of 
2 the preceding year. Such statement shall be in such form and 
3 shall contain such matters as the cormnissioner shall prescribe. 
4 (2) The annual statement made to the commissioner pursuant 
5 to this section shall include information required by the conven-
6 tion blank form adopted from year to year by the national associa-
7 tion of insurance conunissioners. 
8 SECTION 55. Records. (1) (a) Every domestic title insur-
9 ance company shall, except as otherwise provided in this section, 
10 keep and maintain at its principal office in this state the fol-
11 lowing records: 
12 (b) Its charter and bylaws; 
13 (c) Its books of account; 
14 (d) A record containing the names and addresses of its 
15 stockholders, the number and _class of shares held by each, and_ 
16 the dates when they respectively became the owners of record . 
17 thereof; and 
18 (e) The minutes of any meetings of its stockholders, board 
19 of directors, and committees thereof. 
20 (2) (a) A domestic title insurance company may keep and 
21 maintain its books of account without this state if, in accord-
22 ance with a plan adopted by its board of directors or trustees 
23 and approved by the commissioner, it maintains in this state suit-
24 able records in lieu thereof. 
25 {b) The commissioner may, after notice and hearing, direct 
26 such title insurance company to return all or any of its books 
27 of account to this state if such return is reasonably necessary 
28 to protect the interests of the people of this state, or to permit 
29 
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l their inspection in this state by a director or stockholder who 
2 has shown to the satisfaction of the comnissioner that he has 
3 made an application to such title insurance company for inspec-
4 tion of such books in good faith and for a necessary and legit-
5 imate purpose, and that such title insurance company has either 
6 declined to permit such inspection or to agree to pay any addi· 
7 tional expenses reasonably to be incurred by the applicant, or 
8 ,his agent or attorney, in connection with the inspection of such 
9 books as a result of their maintenance without this state. 
10 (c) If, in the judgment of the commissioner, delay in the 
11 return of any or all books of account of such title insurance 
12 company may be hazardous, or may cause irreparable injury to the 
13 people of this state or, to the policyholders of such title insur-
14 ance company, he may direct the return thereof without notice and 
15 hearing. 
16 SECTION 56. Commissioner may require special reports. The 
17 cormnissioner may require any information in writing from any title 
18 insurance company authorized to do business in this state, or its 
19 officers, with respect to its title insurance transactions or 
20 financial condition, or any matter connected therewith. Every 
21 such corporation or person shall furnish such information in 
22 writing promptly and truthfully, verified, if required by the 
23 commissioner, by such officer or officers of a corporation, as 
24 he shall designate. 
25 SECTION 57. Examination of title insurance companies - when 
26 authorized or required. (1) (a) The commissioner may make an 
27 examination into the affairs of any title insurance company 
28 authorized to do title insurance business in this state as often 
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... , 
l as he deems it expedient for the protection of the interests of 
2 the people of this state. 
3 (b} The commissioner shall make an examination into the 
4 affairs of every authorized domestic title insurance company at 
~ least once in every three years and every title insurance rating 
, 6 organization at least once in every five years. 
7 SECTION 58. Judicial review of commissioner's action. If 
8 any title insurance company, title insurance agent, or title in-
9 surance rating organization is dissatisfied with any decision, 
10 regulation, order, rate, rule, act, or administrative ruling 
11 adopted by the commissioner, such title insurance company, title 
12 insurance agent, or title insurance rating organization, after 
13 failing to obtain relief from the commissioner, may file a peti-
14 tion setting forth the particular objection to such decision, 
15 regulation, order, rate, rule, act, or administrative ruling, or 
16 to either or all of them, in the district court of the city and 
17 county of Denver, and not elsewhere, against the commissioner as 
18 defendant. The action shall not be limited to questions of law 
19 and the substantial evidence rule shall not apply, but such action 
20 shall be tried and determined upon a trial de novo by a preponder-
21 ance of the evidence. The commissioner shall not be required to 
22 give any appeal bond in any cause arising hereunder. 
23 SECTION 59. Other sections applicable. In addition to the 
24 provisions of this act, only the following provisions of the laws 
25 governing insurance companies, except as they are inconsistent 
26 with the provisions of this act, shall apply to the business of 
27 title insurance and to title insurance companies: Sections 72-1-10, 
2872-1-11, 72-1-12, 72-1-13, 72-1-14, 72-1-15, 72-1-16, 72-1-17, 
29 
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1 72-1-34, 72-1-52, 72-2-8, 72-2-10, and 72-2-11, and articles 17 
2 and 18 of chapter 72, C.R.S. 1963, as amended. 
3 SECTION 60. 72-1-41 (7), Colorado Revised Statutes 1963, 
4 is amended to read: 
5 72-1-41. Purpose of organization or admittance. (7) No 
6 foreign, alien, or domestic insurance company, excluding life in-
7 surance companies and title insurance companies, shall expose 
8 itself to loss in an amount exceeding ten per cent aaa-ae-eitie 
9 iasttraaee-eem~aay-saall-expese-i~sei~-~e-less-ia-aa-ameaae-exeeee-
10 iag-~irty-~er-eeae; of its paid-up capital or guaranty fund and 
11 surplus on any one risk or hazard, unless the same shall be rein-
12 sured in some other good and responsible company or companies. 
13 SECTION 61. Repeals. 31-12-1 to 31-12-7, 72-1-41 (4) (i), 
14 and 72-1-41 (8), C.R.S. 1963, as amended, are repealed. 
15 SECTION 62. Corporate existence preserved. The repeal of 
16 sections 31-12-1 to 31-12-7, C.R.S. 1963, as amended, shall not 
17 affect the corporate existence of corporations organized under 
18 the provisions of said sections which said corporations are now 
19 engaged in the business of title insurance or title insurance 
20 agents in this state. Such corporations in all other respects 
21 shall be subject to the provisions of this act and shall file 
22 with the cormnissioner a copy of its articles of incorporation 
23 and all amendments thereto certified by the secretary of state. 
24 SECTION 63. Application of act. The provisions of this 
25 act shall apply to all title insurance companies, title insur-
26 ance rating organizations, title insurance agents, applicants 
27 for title insurance, policyholders, and to all persons and busi-
28 ness entities deemed to be engaged in the business of title insur-
29 ance. 
- 118 -
1 SECTION 64. Severability clause. If any provision of 
2 this act or the application thereof to any person or circum-
3 stances is held invalid, such invalidity shall not affect other 
4 provisions or applications of the act which can be given effect 
~ without the invalid provision or application, and to this end 
6 the provisions of this act are declared to be severable. 
1 SECTION 65. Effective date. This act shall take effect 
8 July 1, 1967. 
9 SECTION 66. Safety clause. The general assembly hereby 
10 finds, determines, and declares that this act is necessary for 





















1 A BILL FOR AN ACT 
2 RELATING TO INSURANCE AND TO PROVIDE FOR THS REGULATIOO OF CREDIT 
3 LIFE INSURANCE AND CREDIT ACCIDENT AND HEALTH INSURANCE. 
4 .Bl 11 ;nagted kt the General Assembly Rf. ili State 2i Colorado, 
5 SECTION 1. Purpose. The purpose of this act ia to promote 
6 the public welfare by regulating credit life insurance and credit 
7 accident and health insurance. Nothing in this act is intended to 
8 prohibit or discourage reasonable competition. The provisions of 
9 this act shall be liberally construed. 
10 SECTION 2. Short title. (1) this act may be cited as the 
11 "Model Act for the Regulation of Credit Life Insurance and Credit 
12 Accident and Health Insurance." 
13 SECTION 3. Application of Act. All life insurance and all 
14 accident and health insurance in connection with loans or other 
1~ credit transactions shall be subject to the provisions of this act 
16 except such insurance in connection with a loan or other credit 
17 transaction of more than five years duration: nor shall insurance 
18 be subject to the provisions of this act where the issuance of 
19 such insurance is an isolated transaction on the part of the in-
20 suror not related to an agreement or a plan for insuring debtors 
21 of the creditor. 
22 SECTION 4. Definitions. (1) For the purpose of this act: 
23 (2) "Credit life insurance" means insurance on the life of 
24 a debtor pursuant to or in connection with a specific loan or 
25 other credit transaction. 
26 (3) ''Credit accident and health insurance" means insurance 
. 27 on a debtor to provide indemnity for payments becoming due on a 
28 specific loan or other credit transaction while the debtor is 
29 disabled as defined in the policy. 
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1 (4) "Creditor" means the lender of money or vendor or lessor 
2 of goods, services, property, rights, or privileges, for which 
3 payment is arranged through a credit trana~ction or any aucceaaor 
4 to the right, title, or interest·of any such lender, vendor, or 
, lessor, and an affiliate, associate, or subsidiary of any of them 
6 or any director, officer, or employee of any of them or any other 
7 person in any way associated with any of them. 
8 (5) "Debtor" means a borrower of money or a purchaser or 
9 lessee of goods, services, property, rights, or privileges for 
10 which payment is arranged through a credit transaction. 
11 (6) "Indebtedness" means the total amount payable by a deb-
12 tor to a creditor in connection with a loan or other credit 
13 transaction. 
14 (7) "Commissioner" means commissioner of insurance of Colo-
15 rado. 
16 SECTION 5. Forms of credit life insurance and credit accident 
17 and health insurance. (1) (a) Credit life insurance and credit 
18 accident and health insurance shall be issued only in the following 
19 forms: 
20 (b) Individual policies of life insurance issued to debtors 
21 on the term plan; 
22 (c) Individual policies of accident and health insurance 
23 issued to debtors on a term plan or disability benefit provisions 
24 in individual policies of credit life insurance; 
25 (d) Group policies of life ina~rance issued to creditors 
26 providing insurance upon the lives of debtors on the term plan; 
27 (e) Group policies of accident and health insurance issued 
28 to creditors on a term plan insuring debtors or disability benefit 
29 
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l provisions in group credit life insurance policies to provide 
2 such coverage. 
3 SECTION 6. Amount of credit ~ife insurance and credit acci-
4 dent and health insurance·. (1) The initial amount of credit life 
5 insurance shall not exceed the total amount repayable under the 
6 contract of indebtedness and, where an indebtedness is repayable 
7 in substantially equal installments, the amount of insurance shall 
8 at no time exceed the scheduled or actual amount of unpaid indebt-
9 edness, whichever is greater. 
10 (2) Notwithstanding the provisions of subsection (1), or any 
11 other subsection, insurance on agricultural credit transaction 
12 commitments, not exceeding one year in duration, may be written 
13 up to the amount of the loan commitment, on a non-decreasing or 
14 level term plan. 
15 (3) Notwithstanding the provisions of subsection (1), or any 
16 other subsection, insurance on educational credit transaction 
17 commitments may be written for the amount of the portion of such 
18 commitment that has not been advanced by the creditor. 
19 (4) The total amount of periodic indemnity payable by credit 
20 accident and health insurance in the event of disability, as de-
21 fined in the policy, shall not exceed the aggregate of the peri-
22 odic scheduled unpaid installments of the indebtedness; and the 
23 amount of each periodic indemnity payment shall not exceed the 
24 original indebtedness divided by the number of periodic install-
25 ments. 
26 SECTION 7. Term of credit life insurance and credit accident 
27 and health insurance. (1) The term of any credit life insurance 
28 or credit accident and health insurance shall, subject to 
29 
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l acceptance by the insurer, commence on the date when the debtor 
2 becomes obligated to the creditor, except that, where a group 
3 policy provides coverage with respect to existing obligations, the 
4 insurance on a debtor with respect to auch indebtedness shall 
5 commence on the effective date of the policy. Where evidence of 
6 insurability is required and such evidence is furnished more than 
7 thirty days after the date when the debtor becomes obligated to 
8 the creditor, the term of the insurance may commence on the date 
9 on which the insurance company determines the evidence to be 
10 satisfactory, and in such event there shall be an appropriate re-
11 fund or adjustment of any charge to the debtor for insurance. 
12 The term of such insurance shall not extend more than fifteen days 
13 beyond the scheduled maturity date of the indebtedness except 
14 when extended without additional cost to the debtor. If the in-
15 debtedness is discharged due to renewal or refinancing prior to 
16 the scheduled maturity date, the insurance in force shall be ter-
17 minated before any new insurance may be issued in connection with 
18 the renewed or refinanced indebtedness. In all cases of termina-
19 tion prior to scheduled maturity, a refund shall be paid or 
20 credited as provided in section 10. 
21 SECTION 8. Provisions of policies and certificates of insur-
22 ance; disclosure to debtors. (1) All credit life insurance and 
23 credit accident and health insurance shall be evidenced by an in-
24 dividual policy, or in the case of group insurance by a certificate 
25 of insurance, which individual policy or group certificate of in-
26 surance shall be delivered to the debtor. 
27 (2) Each individual policy or group certificate of credit 
28 life insurance, or credit accident and health insurance, or credit 
29 
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2 ~ :) ~:,-: ~:~-!-:~.~II".'•\_' r 
addition to other requirements of law, set forth: 
3 
4 
i ' :( ii'f The Harne' \nid.''l110me: ti'ff fee raddr~lss' of 'the insure;, 
,: '., J,, {t·,J•.' The 'name 'di''tl~huis: ·'ot 't~i 'det>t~i-. '~'r \n' the' ;d:~se·' oi a 
5 certificate under a group policy, the identity by name, or other-
6 wise, of the debtor, 
7 (c) The premium or amount of payment, if any, by the debtor 
8 separately for credit life insurance and credit accident and 
9 heal th insurance, 
10 (d) A description of the coverage, including the amount and 
11 term thereof, and any exceptions, limitations, and restrictions, 
12 and shall state that the benefits shall be paid to the creditor to 
13 reduce or extinguish the unpaid indebtedness and, wherever the 
14 amount of insurance may exceed the unpaid indebtedness, that any 
1~ such excess shall be payable to a beneficiary, other than the 
16 creditor, named by the debtor or to his estate. 
17 (3) Said individual policy or group certificate of insurance 
18 shall be delivered to the insured debtor at the time the indebt-
19 edness is incurred except as provided in subsection (4) of this 
20 section. 
21 (4) (a) (i) If said individual policy or group certificate 
22 of insurance is not delivered to the debtor at the time the 
23 indebtedness is incurred, a copy of the application for such 
24 policy or a notice of proposed insurance, signed by the debtor and 
25 setting forth: 
26 (ii) The name and home office address of the insurer, 
27 (iii) The name or names of the debtor, 
28 (iv) The premium or amount of payment by the debtor, if any, 
29 
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1 separately for credit life insurance and credit accident and 
2 health insurance, 
3 (v) The amount, term, and a brief description of the cover-
4 age provided, shall be delivered to the debtor at the time such 
5 indebtedness is incurred. 
6 (b) The copy of the application for, or notice of, proposed 
7 insurance shall also refer exclusively to insurance covereage, and 
8 shall be separate and apart from the loan, sale, or other credit 
9 statement of account, instrument, or agreement, unless the informa-
10 tion required by this subsection is prominently set forth therein. 
~ 
11 Upon acceptance of the insurance by the insurer and within thirty 
12 days of the date upon which the indebtedness is incurred, the 
13 insurer shall cause the individual policy or group certificate of 
14 insurance to be delivered to the debtor. Said application or 
15 notice of proposed insurance shall state that upon acceptance by 
16 the insurer, the insurance shall become effective as provided in 
17 section 7. 
18 (c) If the named insurer does not accept the risk, then and 
19 in such event the debtor shall receive a policy or certificate of 
20 insurance setting forth the name and home office address of the 
21 substituted insurer and the amount of the premium to be charged, 
22 and if the amount of premium is less than that set forth in the 
23 notice of proposed insurance, an appropriate refund shall be made. 
24 SECTION 9. Filing, approval, and withdrawal of forms. (1) 
25 All policies, certificates of insurance, notices of proposed 
26 insurance, applications for insurance, endorsements, and riders 
27 delivered or issued for delivery in this State and the schedules 
28 of premium rates pertaining thereto shall be filed with the com-
29 missioner. 
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1 · (2) The commissioner shall within thirty days after the fil~ 
2 ing of any such policies, certificates of insurance, notices of 
3 proposed insurance, applications for insurance, endorsements and 
4 riders, disapprove any such form if the benefits provided therein 
5 are not reasonable in relation to the premium charge, or if it 
6 contains provisions which are unjust, unfair, inequitable, mislead-
7 ing, deceptive, or encourage misrepresentation of the coverage, or 
8 are contrary to any provision of the insurance code or of any rule 
9 or regulation promulgated thereunder. 
10 (3) If the commissioner notifies the insurer that the form is 
11 disapproved, it is unlawful thereafter for such insurer to issue 
12 or use such form. In such notice, the commissioner shall specify 
13 the reason for his disapproval and state that a hearing will be 
14 granted within twenty days after request in writing by the insurer. 
15 No such policy, certificate of insurance, notice of proposed insur-
16 ance, nor any application, endorsement, or rider, shall be issued 
17 or used until the expiration of thirty days after it has been so 
18 filed, unless the commissioner shall give his prior written ap-
19 proval thereto. 
20 (4) The commissioner. may, at any time after a hearing held 
21 not less than twenty days after written notice to the insurer, 
22 withdraw his approval of any such form on any ground set forth in 
23 subsection (2} of this section. The written notice of such hear-
24 ing shall state the reason for the proposed withdrawal. 
25 (5} It is not lawful for the insurer to issue such forms or 
26 use them after the effective date of such withdrawal. 
27 (6} If a group policy of credit life insurance or credit 
28 accident and health insurance has been delivered in this state 
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1 before the effective date of this act, or has been or is delivered 
2 in another state before or after the effective date of this act, 
3 the insurer shall be required to file only the group certificate 
4 and notice of proposed insurance delivered or issued for delivery 
5 in this state as specified in subsection (2) and (4) of section 8 
6 of this act and such forms shall be approved by the commissioner 
7 they conform with the requirements specified in said subsections 
8 and if the schedules of premium rates applicable to the insurance 
9 evidenced by such certificate or notice are not in excess of the 
10 insurer's schedules of premium rates filed with the commissioner; 
11 but the premium rate in effect on existing group policies may be 
12 continued until the first policy anniversary date following the 
13 date this act becomes operative as provided in section 14. 
if 
14 (7) Any order or final determination of the commissioner under 
15 the provisions of this section shall be subject to judicial review. 
16 SECTIOO 10. Premiums and refunds. (1) Any insurer may re-
17 vise its schedules of premium rates from time to time, and shall 
18 file such revised schedules with the commissioner. No insurer shall 
19 issue any credit life insurance policy or credit accident and 
20 health insurance policy for which the premium rate exceeds that de-
21 termined by the schedules of such insurer as then on file with the 
22 commissioner. 
23 (2) Each individual policy, or group certificate shall pro-
24 vide that in the event of termination of the insurance prior to 
2~ the scheduled maturity date of the indebtedness, any refund of an 
26 amount paid by the debtor for insurance shall be paid or credited 
27 promptly to the person entitled thereto; except that the commis-
28 sioner shall prescribe a minimum refund and no refund which would 
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1 be less than such minimum need be made. The formula to be used in 
2 computing such refund shall be filed with and approved by the com-
3 missioner. 
4 (3) If a creditor requires a debtor to make any payment for 
5 credit life insurance or credit accident and health insurance and 
6 an individual policy or group certificate of insurance is not 
7 issued, the creditor shall immediately give written notice to such 
8 debtor and shall promptly make an appropriate credit to the ac-
9 count. 
lO (4) The amount charged ta a debtor far any credit life or 
11 credit health and accident insurance shall not exceed the premiums 
12 charged by the insurer, as computed at the time the charge to the 
13 debtor is determined. 
14 (5) Nothing in this act shall be construed to authorize any 
l~ payments for insurance now prohibited under any statute, or rule 
16 thereunder, governing credit transactions. 
17 SECTION 11. Issuance of policies. All policies of credit 
18 life insurance and credit accident and health insurance shall be 
19 de!ivered or issued for delivery in this state only by an insurer 
20 authorized to do an insurance business therein, and shall be issued 
21 only through holders of licenses or authorizations issued by the 
22 commissioner. 
23 SECTION 12. Claims. (l) All claims shall be promptly re-
24 ported to the insurer or its designated claim representative, and 
25 the insurer shall maintain adequate claim files. All claims shall 
26 be settled as soon as possible and in accordance with the terms of 
27 the insurance contract. 
28 (2) All claims shall be paid either by draft drawn upon the 
29 
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1 insurer or by check of the insurer to the order of the claimant to 
2 whom payment of the claim is due pursuant to the policy provisions, 
3 or upon direction of such claimant to one specified. 
4 (3) No plan or arrangement shall be used whereby any person, 
5 firm, or corporation other than the insurer or its designated 
6 claim representative shall be authorized to settle or adjust 
7 claims. The creditor shall not be designated as claim representa-
8 tive for the insurer in adjusting claims; but a group policyholder 
9 may, by arrangement with the group insurer, draw drafts or checks 
10 in payment of claim~ due to the group policyholder subject to 
11 audit and review by the insurer. 
12 SECTION 13. Existing insurance - choice of insurer. When 
13 credit life insurance or credit accident and health insurance is 
14 required as additional security for any indebtedness, the debtor 
1~ shall, upon request to the creditor, have the option of furnishing 
16 the required amount of insurance through existing policies of 
17 insurance owned or controlled by him or of procuring and furnishing 
18 the required coverage through any insurer authorized to transact 
19 an insurance business within this state. 
20 SECTION 14. Enforcement. The commissioner may, after notice 
21 and hearing, issue such rules and regulations as he deems appro-
22 priate for the supervision of this act. Whenever the commissioner 
23 finds that there has been a violation of this act or any rules or 
24 regulations issued pursuant thereto, and after written notice 
25 thereof and hearing given to the insurer or other person author-
26 ized or licensed by the commissioner, he shall set forth the de-
27 tails of his findings together with an order for compliance by a 
28 specified date. Such order shall be binding on the insurer and 
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1 other person authorized or licensed by the commissioner on the 
2 date specified unless sooner withdrawn by the commissioner or a 
3 stay thereof has been ordered by a court of competent jurisdiction. 
4 The provisions of sections 6, 7, 8 and 9 of this act shall not be 
5 operative until ninety days after the effective date of this act, 
6 and the commissioner in his discretion may extend by not more than 
7 an additional ninety days the initial period within which the 
8 provisions of said sections shall not be operative. 
9 SECTION 15. Judicial review. Any party to the proceeding 
10 affected by an order of the commissioner shall be entitled to 
11 judicial review by following the procedure set forth in 3-16-5, 
12 C.R.S. 1963. 
13 SECTION 16. Penalties. In addition to any other penalty pro-
14 vided by law, any person, firm, or corporation which violates an 
1~ order of the commissioner after it has become final, and while such 
16 order is in effect, shall, upon proof thereof to the satisfaction 
17 of the court, forfeit and pay to the state of Colorado a sum not 
18 to exceed two hundred fifty dollars which may be recovered in a 
19 civil action, except that if such violation is found to be willful, 
20 the amount of such penalty shall be a sum not to exceed one thou-
21 sand dollars. The commissioner, in his discretion, may revoke or 
22 suspend the license or certificate of authority of the person, 
23 firm, or corporation guilty of such violation. Such order for sus-
24 pension or revocation shall be upon notice and hearing, and shall 
25be subject to judicial review as provided in section 15 of this 
26 act. 
27 SECTION 17. Severability clause. If any provision of this act, 
2aor the application of such provision to any person or circumstances, 
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l shall be held invalid, the remainder of the act, and the applica-
2 tion of such provision to any person or circumstances other than 
3 those as to which it is held invalid, shall not be affected there• 
4 by. 
5 SECTION 18. .Safetx clause. The general assembly hereby finds, 
6 determines, and declares that this act is necessary for the immedi-


























2 A BILL FOR AN ACT 
3 PROVIDING FOR THE LICENSING AND REGULATION OF MOTOR CLUBS, 
4 ASSOCIATIONS, AND MOTOR TRAVEL PROMOTION ORGANIZATIONS. 
5 Be 11 Enacted !rt the General Assembly .2f .ih§. State .2f Colorado: 
6 SECTION 1. Chapter 72, Colorado Revised Statutes 1963, is· 
7 amended BY THE ADDITION OF A NEW ARTICLE, to read: 
8 ARTICLE 23 
9 MOTOR CLUBS, ASSOCIATIONS AND MOTOR TRAVEL PROMOTION ORGANIZATIONS. 
10 72-23-1. Definitions. (1) As used in this article, unless 
11 the context otherwise requires: 
12 (2) (a) "Motor club, association, and motor travel promotion 
13 organization", means any person, whether or not residing, domi-
14 ciled, or incorporated in this state which in consideration of dues, 
15 fees, assessments, or periodic payments of money, offers its mem-
16 hers, subscribers, or franchise-holders assistance in matters re-
17 lating to motor travel, the operation, use, or maintenance of a 
18 motor vehicle, in supplying of services which may include but not 
19 be limited to furnishing bail bond service, community traffic 
20 safety service, travel service, towing service, theft or reward 
21 service, map service, touring service, emergency road service, 
22 legal fee or reimbursement service in the defense of traffic of-
23 fenses, finance service, insurance service, and personal accident 
24 insurance service. 
25 (b) Such term includes any person which by contract or 
26 franchise authorizes or empowers another person, in the former's 
27 name or style, to offer services of motor club, association, or 
28 motor gravel promotion organization. 
29 
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1 (c) such term also includes any person which for a fee, 
2 dues, or the periodic payment of money, offers to procure for or 
3 direct to the place of business of subscribers or members, travel-
4 ers seeking services, accommodations, or lodgings. 
5 (3) "Department" means the department of insurance. 
6 (4) "Commissioner" means the commissioner of insurance. 
7 (5) "Licensee" means a motor club, association, or motor 
8 travel promotion organization to which a license has been issued 
9 under this article. 
10 (6) ''Applicant" means any person, firm, association, or 
11 corporation applying for a license or renewal thereof under this 
12 article. 
13 (7) "Bail bond service" means the furnishing of or arranging 
14 for a cash deposit or undertaking required and acceptable by law 
15 for a member or subscriber accused of a violation of any traffic 
16 law or ordinance so as to obtain his release from custody pending 
17 trial. 
18 ( 8) "Community traffic safety service'' means the offering or 
19 providing traffic engineering or traffic safety advice and assist-
20 ance to governmental agencies f~r the purpose of promoting the 
21 safe and efficient use of streets and highways, and to aid appro-
22 priate authorities in the adoption of sound programs for the 
23 expeditious flow of traffic for the comfort, convenience and en-
24 joyment of both the motoring public and pedestrians alike. 
25 (9) "Emergency road service" means the adjustment, repair, 
26 or replacement of the equipment, tires, or mechanical parts of an 




l (10) "Financing service" means the arranging for loans or 
2 other advances of money by a licensee to members or subscribers. 
3 (11) "Insurance service" means the selling or making avail-
4 able as a result of membership in or affiliation with a licensee 
5 a policy of insurance covering liability or loss by the policy 
6 holder or other insured resulting from injury or damage to person 
7 or property arising out of an accident, such liability or loss 
8 being the consequence of the ownership, maintenance, operation, or 
9 use of a motor vehicle. 
10 (12) "Legal reimbursement service" means the reimbursing of 
11 members or subscribers by a licensee for fees charged by an at-
12 torney for his advice or services rendered to them in defense of 
13 traffic offenses. 
14 (13) "Map service" means the furnishing of road maps, tour 
15 plans, or tour guides to members or subscribers. 
16 (14) "Personal accident insurance service" means the fur-
17 nishing of a policy of insurance to members or subscribers which 
18 provides benefits for accidental injury, dismemberment, or death. 
19 (15) "Theft or reward service" means the offering of assist-
20 ance in locating, identifying, or recovering stolen or missing 
21 motor vehicles owned by members or subscribers, or the offering 
22 of a reward for the purpose of detecting or apprehending the person 
23 guilty of the theft. 
24 (16) "Touring service" means the furnishing by a licensee of 
25 touring information to members or subscribers. 
26 (17) "Towing service" means the furnishing of means to move 













mation, assistance, or arrangements for members and the general 
public concerning reservations, various accommodations, and various 
types of transportation in connection with travel, both domestic 
and world-wide. 
(19) "Person" means any person, firm, partnership, corpora-
tion, or other legal entity. 
72-23-2. License required. (1) From and after the effective 
date of this article, it shall be unlawful for any person to engage 
10 in the operation of a motor club, association, or motor travel 
11 promotion organization without having first met the requirements of 
12 this article, and obtained a license from the commissioner pursu-
13 ant to this article. The fee for such license shall be one hundred 
14 dollars for the initial license and one hundred dollars each year 
1~ for the renewal thereof. 
16 72-23-3. Applications for licenses, fees, bonds, or deposits. 
17 (1) Any motor club, association, or motor travel promotion organ-
18 ization shall obtain a license by filing written application 
19 therefor with the commissioner in such form and manner as the com-
20 missioner shall require. 
21 (2) (a) The applicant shall furnish to the commissioner 
22 such data and information as the commissioner may deem reasonably 
23 necessary to enable him to determine, in accordance with the pro-
24 visions of this article, whether or not a license should be issued 
25 to the applicant. It shall be executed under oath by the appli-
26 cant, or if other than an individual, by an authorized officer of 




1 (b) If such applicant is a corporation, a certificate from 
2 the secretary of state of Colorado that it has complied with the 
3 corporation laws of this state. 
4 (c) If not incorporated, a list of all persons owning an 
5 interest in the applicant, the officers thereof, and the parties 
6 to any operating or management agreement affecting the applicant, 
7 together with a copy of such agreement. 
V 
8 (d) A balance sheet certified by a certified public account-
9 ant within the previous six months, and presenting fairly the 
10 financial position of the applicant to the extent necessary to 
11 demonstrate the financial ability of the applicant to comply fully 
12 with the provisions of this article. 
13 (e) The first year's annual license fee in the amount of one 
14 hundred dollars. 
15 (f) (i) Evidence of security, which may be shown by: 
16 (ii) Depositing with the commissioner securities approved by 
17 him having a market value of on~ hundred thousand dollars; or 
18 (iii) A bond in such form as the commissioner may prescribe 
19 in the penal sum of one thousand dollars, in favor of the people 
20 of the state of Colorado. Said bond shall be issued by a surety 
21 company authorized to do business in this state, and it shall be 
22 conditioned upon full compliance by the applicant with the provi-
23 sions of this article and the regulations and rules issued there-
24 under, and upon the good faith performance by the applicant of 
25 its contracts for services. 
26 (iv) If the applicant is a corporation organized and exist-
27 ing under the laws of this state, and it has a net worth in excess 
28 of one hundred thousand dollars, then the amount of the bond or 
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1 deposit required by this paragraph (f) shall be reduced by the 
2 amount of such excess. 
3 (g) The bond or deposit provided for in paragraph (f) of 
4 this section shall be maintained so long as the licensee has any 
5 outstanding liability or obligation in this state. Upon proof 
6 satisfactory to the commissioner that the licensee has ceased to 
7 do business and that all its liabilities and obligations have been 
8 satisfied, the commissioner shall return the security to the licen-
9 see. 
10 (3) The provisions of article 2 of chapter 72, C.R.S. 1963, 
11 sh3ll apply to securities pledged or deposited pursuant to this 
12 article. 
13 72-23-4. Issuance or refusal of license - renewal. (1) (a) 
14 Within thirty days after an application for license is filed, the 
15 commissioner shall issue a license to the applicant unless he shall 
16 find: 
17 (b) That the applicant ha.s not met all of the requirements 
18 of this article; or 
19 (c) That the applicant does not have sufficient financial 
20 responsibility to engage in business as a motor club, association 
21 or motor travel promotion organization in this state; or 
22 (d) That the applicant has failed to make a reasonable show-
23 ing that any of its owners, managers, officers, directors or 
24 representatives are persons of reliability and integrity. 
25 (e) If the commissioner refuses to issue the license he 
26 shall notify the applicant as soon as practicable of the reason 
27 for his refusal to issue a license and inform the applicant of its 
28 right to a hearing on the matter as provided in section 72-23-6. 
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l (2) All licenses issued hereunder and all renewals thereof 









newal of all licenses not previously revoked or suspended shall be 
upon written application in such forms as are provided by the 
commissioner and shall contain such information as prescribed by 
him including a financial statement as required under 72-23-3 (d} 
of this article. The applicant for renewal shall pay the annual 
license fee of one hundred dollars as in this article provided. 
72-23-5. Powers of the commissioner. (1) The commissioner 
shall have the same powers and authority to conduct investigations 
11 and hearings under this article as vested in him by section 72-1-
12 10, C.R.S. 1963. 
13 (2) (a) The commissioner shall have power: 
14 (b) To investigate possible violations of this article and 
15 to present the result of such investigation to the district at-
16 torney of the proper judicial district when, in his opinion, such 
17 violations justify such actioni 
18 (c) To suspend or revoke any license issued under this 
19 article upon finding, after notice and opportunity for hearing 
-20 that the licensee has violated any of the provisions of this 
21 article, or has failed to maintain the standards required for the 
22 issuance of an original license, as indicated in section 72-23-3 
23 hereof, that it is insolvent, that its liabilities exceed its 
24 assets, or that it engages in fraudulent acts; 
25 (d) To require any licensee to cease doing business through 
26 any particular representative upon a finding after notice and 
21 opportunity for hearing that such representative has intentionally 
28 made false or misleading statements concerning the services 
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1 offered by the licensee represented by him; 
2 (e} To approve or disapprove the name, trademarks, emblems 
3 and all forms which an applicant or licensee employs or proposes 
4 to employ in connection with its business. If such name, trade-
5 marks or emblems are distinctive and are not similar or in conflict 
6 with a local organization or a nationally registered or copyrighted 
7 name, emblem, or insignia and not likely to confuse or mislead the 
8 public as to the nature or identity of the applicant using or pro-
9 posing to use it, and will not interfere with the transactions of 
10 a licensee already operating in this state, then they shall be 
11 approved. Otherwise, the commissioner may disapprove their use 
12 and order that the licensee cease to use them; and 
13 (f) To make any rules or regulations necessary to administer 
14 and enforce the provisions of this article. 
15 72-23-6. Hearing on denial of licensee; judicial review. 
16 Any applicant shall be entitled to a hearing before the com-
17 missioner in the event such application is denied or not acted 
18 upon within a reasonable time. Any applicant or licensee adversely 
19 affected by a determination of the commissioner shall have a right 
20 to seek judicial review of such determination under the provisions 
21 and limitations of section 3-16-5, C.R.S. 1963. 
22 72-23-7. Agent for service of process. (l} Every licensee 
23 hereunder shall appoint, in writing, the commissioner of insurance 
24 to be the true and lawful attorney of such licensee under this 
25 article upon whom all lawful process in any action or proceeding 
26 against the licensee under this article may be served. Such power 
27 of attorney shall stipulate and agree, upon the part of the 
28 licensee under this article, that any lawful process against such 
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1 licensee which is served on the commissioner, or in his absence, 
2 any employee in charge of his office, shall be of the same legal 
3 force and validity as if served on the licensee, and that the 
4 authority shall continue in force so long as any liability remains 
5 outstanding against the licensee under this article in this state. 
6 A certificate of such appointment, duly certified and authenti• 
7 cated, shall be filed in the office of the commissioner, and copies 
8 certified by him shall be deemed sufficient evidence, and service 
9 upon such attorney shall be deemed sufficient evidence, and ser-
10 vice upon such attorney shall be deemed sufficient service upon the 
11 licensee under this article. 
12 (2) (a) Whenever lawful process against any licensee under 
13 this article shall be served upon the commissioner, three copies 
14 shall be furnished and he shall forthwith forward a copy of the 
15 process served on him, by registered or certified return receipt 
16 requested mail, postpaid, and directed to the secretary of the 
17 licensee under this article. 
18 (b) The commissioner shall also forward a copy thereof to 
19 the resident manager or other similar official in the state of said 
20 licensee. For each service of process the sum of two dollars 
21 shall be collected, which shall be paid by the plaintiff at the 
22 time of such service, the same to be recovered by him, as part of 
23 the taxable costs, if he prevails in the suit. 
24 72-23-8. Violations - penalty. (1) Except as provided in 
25 subsection (2) of this section, any person who shall violate any 
26 of the provisions of this article shall be guilty of a misdemeanor 
27 and upon conviction shall be subject to a fine of not more than 
28 one thousand dollars, imprisonment in the county jail for not 
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l more than one year, or both such fine and imprisonment. 
2 (2) Any person who shall violate any of the provisions of 
3 this article with intent to deceive, cheat or defraud any person, 
4 shall be guilty of a felony and on conviction thereof, shall be 
5 imprisoned in the state penitentiary for a term not to exceed ten 
6 years. 
7 72-23-9. Disposition of fees. In the event an applica-
8 tion for license filed hereunder is not approved, the department 
9 shall retain ten dollars of the fee paid to it in connection with 
10 said application and return the balance to the applicant. 
11 72-23-10. Insurance licensing Provisions not affected. 
12 Nothing in this article shall be construed as amending, repealing 
13 or in any way affecting any laws now in force relating to the 
14 licensing of insurance agents or insurance companies or to the 
15 regulation thereof as provided in chapter 72, C.R.S. 1963, and 
16 the provisions of this article shall not be construed as affec~ing 
17 insurance and any licensee operating pursuant to a license issued 
18 hereunder shall be exempt from all laws regulating the business of 
19 insurance, except such laws as may be generally applicable to 
20 brokers, agents, general agents and employees in the event a 
21 licensee acts in any such capacity in providing insurance service 
22 to members or subscribers of such licensee. 
23 72-23-11. Statement of services to be furnished members and 
24 the commissioner. (1) (a) Every licensee shall furnish to its 
25 members, ~ubscribers or franchise holders and the commissioner a 
26 written statement of the services offered, the exact name of the 
27 licensee and the exact location of its home office, and its usual 
28 place of business in this state. 
29 
- 142 -
1 (b) In addition, the licensee shall file with the commis-
2 sioner any change, addition or supplement to the services offered, 
3 and any change of its office location or name within thirty days 
4 of such change. 
5 72-23-12. Solicitation by unauthorized motor club, a§socia-
6 tion or motor travel promotion organization. A person not holding 
7 a valid license issued under this article shall not solicit or aid 
8 in the solicitation of another person to enter into a contract to 
9 purchase a membership from, or subscribe to a motor club, associa-
10 tion or motor travel promotion organization. 
11 72-23-13. Advertising limitation. A licensee shall 
12 make no reference to its license or approval from the insurance 
13 commissioner in any advertising, circular, contract or membership 
14 card. 
1~ SECTION 2. Effective date. This act shall take effect 
16 on July 1, 1967. 
17 SECTION 3. Safety clause.. The general assembly hereby 
18 finds, determines, and declares that this act is necessary for the 













A BILL FOR AN ACT 
1 CONCERNING BANKING. 
2 Be it enacted kl, the General Assembly of ~ State of Colorado: 
3 SECTION 1. 14-3-2 (3), Colorado Revised Statutes 1963, is 
4 REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
~ 14-3-2. Accounts and interest. (3) State banks shall be 
6 allowed to pay interest on savings or time deposits, on certifi-
7 cates of deposit, savings certificates, or other funds on deposit, 
8 the maximum annual rate of which shall be determined by the bank-
9 ing board as that which is prudent and sound. 
10 SECTION 2. 14-6-2 (1), Colorado Revised Statutes 1963, is 
11 amended to read: 
12 14-6-2. Loans - personal - secured and unsecured. (1) (a) 
13 A state bank may lend on the personal obligation of the borrower. 
14 p~evieee-ehae-fte-eaftk-~hall-leaft-ee-afty-errieer-er-emp!eyee-ekePeer 




19 (b) No bank shall loan any officer, director, or employee 
20 any funds held in trust, or in any other fiduciary capacity. 
21 Loans to di.recto-rs in excess of ten per cent of the capital stock 
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l and surplus of the bank shall be made only with the approval 
2 of a majority of the board of directors, exclusive of the bor-
3 rower, entered of record in the minutes of the board. 
4 SECTION 3. 14-6-3 (1) (a) and (c), Colorado Revised Stat-
!, utes 1963, are amended to read: 
6 14-6-3. Loans - real estate - security. (1) (a) A state 
7 bank may make real estate loans secured by first liens upon 
8 imprevee real estate. inei~ein~-imprevee-farm-iana-ane-imprevee 
·9 e~sineee-ane-resieen~iai-preper~ieeT A state bank may lend on 
10 the security of a first mortgage on imprevea real estate; when 
11 {e) The loan (excluding any portion thereof guaranteed by 
12 the- administrator of veterans' affairs pursuant to any law of the 
13 UmLted States) is in the form of an obligation, or obligations, 
14 seaured by a mortgage, trust deed, or other instrument, upon 
15 rea~ estate which shall constitute a first lien on real estate 
16 in fee simple or, under such rules and regulations as may be pre-
17 scribed. by the banking board, on a leasehold under a lease for 
18 not less than ninety-nine years which is renewable; or under a 
19 lease having a period of not less than fifty years to run· f'rom 
20 the date the loan is made or acquired by the state bank. Any 
21 state bank may purchase any obligation so secured as provided in 
22 subsect,ibn (1) of this section when the entire amount of such 
23 obligl;tt'ion is sold to the state bank. The amount of any such 
24 loan as provided in subsection (1) of this section hereafter made 
25 shall: not exceed iiiey SEVENTY per centum of the appraised value 
26 of the real estate offered as security and no such loan shall be 
27 made for a longer term than five years; except that any such 
28 loan may be made in an amount not to exceed eixey EIGHTY per 
29 
- 146 ·l 
l centurn of the appraised value of the real estate offered as 
2 security and for a term not longer than ten years if the loan is 
3 secured by an amortized mortgage, deed of trust, or other such 
4 instrument, under the terms of which the installment payments 
5 are sufficient to amortize forty per centum or more of the prin-
6 cipal of the loan within a period of not more than ten years; 
7 the foregoing limitations and restrictions shall not prevent the 
8 renewal or extension of loans heretofore made; or when 
9 SECTION 4. 14-9-6, Colorado Revised Statutes 1963, is RE-
10 PEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
11 14-9-6. Incorporators. Five or more individual incorpor-
12 ators desiring to organize a state bank shall file with the com-
13 missioner, in triplicate, an application for charter on the form 
14 prescribed therefor and.together with all other documents re-
15 quired by section 14-9-9, all of which instruments shall be duly 
16 signed by each of the incorporators and sworn to before an officer 
17 authorized by the laws of this- state to administer oaths. A 
18 majority of the incorporators shall be residents of the state 
l~ and citizens of the United States. Each incorporator shall, 
a:> prior to the filing of said application, subscribe and pay in 
21 full in cash for stock having a par value of not less than one 
22 per cent of the minimum capital and paid-in surplus requirements. 
23 SECTION 5. 14-9-7, Colorado Revised Statutes 1963, is RE-
24 PEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
25 14-9-7. Application fees. Each application for charter 
26 shal!L be accompanied by an application fee of one thousand dol-
27 lars made payable to the state treasurer. No portion of such 
28 application fee shall thereafter be refundable in w'bole or in 
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l part, except that seven hundred fifty dollars may be refunded to 
2 the incorporators by the corrnnissioner if the application for 
3 charter is withdrawn by the said incorpo~ators prior to the date 
4 set for the public hearing on said application by the banking 
5 board as provided in section 14-9-10. 
6 SECTION 6. 14-9-8 (2), Colorado Revised Statutes 1963, is 
7 amended to read: 
8 14-9-8. Organization expenses. (2) Upon the grant of a 
9 charter, any unexpended balance shall be transferred to undivided 
10 profits. If ne-a~~liea~ien-£er-a-ehar~er-has-eeen-maee-wi~hin 
11 six-men~hs-e£-~he-£iling-e£-a-ne~iee-e£-in~en~ien;-er-any-aeei-
12 ~ienal-~eriee-allewea-ey-~he-eefflfflissiener; THE APPLICATION FOR 
13 CHARTER HAS BEEN WITHDRAWN BY THE INCORPORATORS, or if the appli-
14 cation has been finally denied, an ANY unexpended balance shall 
15 be distributed among the contributors in proportion to their 
16 respective payments. The connnissioner may require an account of 
17 disbursements from the fund and may order the incorporators to 
18 restore any sum which has been expended for other than proper 
19 organization expenses. 
20 SECTION 7. 14-9-9 (1) (a) and (c), Colorado Revised Statutes 
21 1963, are amended, and said 14-9-9 is further amended BY THE ADDI-
22 TION OF A NEW SUBSECTION (3), to read: 
23 14-9-9. Anplication for charter. (1) (a) After the capital 
24 stock has been fully subscribed and not later than six months 
25 from the date of €ilin~-ef-ehe-neeiee-e£-ineeneien, THE FIRST CON-
26 TRACT TO SUBSCRIBE FOR STOCK, the incorporators must make applica-




1 eeemee-~e-~ave-la~seaT The incorporators shall submit to the 
2 commissioner: 
3 (c) An application for a charter in such form, and contain-
4 ing such information, as the banking board requires, including 
5 but not limited to the following: The name, business and resi-
6 dence address, and business and professional affiliations of each 
7 director and executive officer; the name, residence, citizenship, 
8 and occupation of each subscriber, and the number of shares for 
9 which he has subscribed; the past and present connection with any 
10 bank, other than as a customer, on terms generally available to 
11 the public of each director and each subscriber to more than five 
12 per cent of the capital stock; THE AMOUNT TO BE BORROWED AND FROM 
13 WHOM BORROWED ON ANY STOCK ISSUED TO A SUBSCRIBER TO MORE THAN 
14 FIVE PER CENT OF THE CAPITAL STOCK; the address at which it is 
15 proposed that the state bank do business, or, if such address is 
16 not known, the area within a radius of one-half mile in which 
17 the proposed bank is to be located and the corrnnunity or communi-
18 ties which it proposes to serve; a statement that all the proposed 
19 bylaws have been attached as an exhibit to the application; and 
20 such other information as the banking board may reasonably re-
21 quire to enable it to determine whether a charter should be 
22 issued. The proposed bylaws shall be attached to the applica-
23 tion as an exhibit. 
24 (3) Not more than forty days after the date upon which the 
25 application and all required documents are properly filed with 
26 the corrnnissioner, the commissioner shall mail notice of such fil-
27 ing by registered or certified mail to each bank doing business 
28 in the community in which the proposed bank is to be located, 
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l to such additional banks as may be doing business within a three 
2 mile radius of the location of the proposed bank, and to such 
3 other persons or banks as the commissioner or banking board may 
4 designate. Such notice shall be in the form prescribed therefor 
~ by the banking board and shall include a statement that an appli-
6 cation for a state banking charter has been filed, the date of 
7 such filing, the names and addresses of the incorporators there-
s of, and the location of the proposed bank. The commissioner 
9 shall also cause such notice to be published at least one time, 
10 not more than forty days after the date of filing such applica-
11 tion, in a newspaper of general circulation within the community 
12 in which such proposed bank is to be located. 
13 SECTION 8. 14-9-17 (2) (b} and (4), Colorado Revised Stat• 
14 utes 1963, are amended to read: 
1~ 14-9-17. Directors - meetings - duties. (2) (b) Each loan, 
16 advance, discount, overdraft, and purchase or sale of a security 
17 which exceeds in amount ene-een~a-e£ one per cent of the capital 
18 and surplus of the corporation, or one thousand dollars, which-
19 ever is larger, and each loan, advance, discount, and overdraft, 
20 which makes the total obligations from one obligor exceed that 
21 amount. 
22 (4) A state bank authorized to exercise trust powers shall 
23 not accept, or voluntarily relinquish, a fiduciary account without 
24 the approval or ratification of the board of directors, or of a 
25 connnittee of officers or directors designated by the board to 
26 perform this function, but the board of directors or the com-
27 mittee may prescribe general rules governing acceptances or relin-
28 quishment of fiduciary accounts, and action taken by an officer 
29 
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l in accordance with these rules is sufficient approval. Any com-
2 mittee so designated shall keep minutes of its meetings and re-
3 port at each monthly meeting of the board of directors all action 
4 taken since the previous meeting of the board. The board of 
5 directors shall designate one 'or more committees of not less 
6 than three qualified officers or directors to supervise the in-
7 vestment of fiduciary funds. No such investment shall be made, 
8 retained or disposed of without the approval of a committee as 
9 to which the bank has investment or review responsibility. At 
10 least eftee TWICE in every calendar year, at intervals of not more 
11 than ~welve SIX months, the connnittee shall review all the assets 
12 of each fiduciary account as to which the bank has investment or 
13 review responsibility and shall determine their current value, 
14 safety, and suitability ·and whether the investments should be 
15 modified or retained. The conunittee shall keep minutes of its 
16 meetings and shall report at each monthly meeting of the board of 
17 directors its conclusions on all questions considered and all 
18 action taken since the previous meeting of the board. 
19 SECTION 9. 14-11-2 (1), Colorado Revised Statutes 1963, 
20 is amended to read: 
21 14-11-2. Involuntary liquidation by commissioner - reorgan-
22 ization. (1) Except as otherwise provided in this code, only 
23 the commissioner may take possession of a state bank, if, after 
24 a hearing before the banking board, the banking board shall find: 
25 The bank's capital is impaired or it is otherwise in an unsound 
26 condition; the bank's business is being conducted in an unlawful 
27 or unsound manner; the bank is unable to continue normal opera-
28 tions; examination of the bank has been obstructed or impeded; 
29 
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1 OR THAT CONTROL OF THE BANK HAS BEEN ASSUMED BY ANY PERSON OR 
2 PERSONS CONVICTED OF A FELONY OR OF FRAUD IN ntIS STATE OR ANY 
3 OTHER JURISDICTION, OR BY ANY PARTNERSHIP• ASSOCIATION• OR COR• 
4 PORATION CONTROLLED• DIRECTLY OR INDIRECTLY• BY ANY PERSON SO 
f, CONVICTED, UNLESS THE BOARD DETERMINES THAT SUCH PERSON HAS BEEN 
6 DULY REHABILITATED OR OTHERWISE THAT THE BANK WILL BE HONESTLY 
7 AND EFFICIENTLY MANAGED. 
8 SECTION 10. Effective date. This act shall take effect 
9 July 1, 1967. 
10 SECTION 11. Safety clause. The general assem&,J!y hereby 
11 finds, determines, and declares that this act is ne.1t81fftey for 






















A BILL FOR AN ACT 
CONCERNING CREDIT UNIONS. 
BILL G 
Be It Enacted !r£ the General Assembly ,52! .:th! State of Colo- , 
-~ WI·. -
;ado: 
SiCTION l. 38-1-1, Colorado Revised Statutes 1963, is 
REPEAL8ll AND Rli .. iNACT!D, WITH AMJ;NOMSNTS, to nad: 
38-1-1. Definition •
1
orgaq!gation .. g9a5jie,. (1) A 
credit union is a cooperative association, incorporated 
pursuant to this article for the twofold.purpose of promot-
ing thrift among its members and creating a source of credit 
for them at fair and reasonable rates of interest. 
(2) (a) A credit union may be organized in the follow-
ing manner: 
(b) Any eight or more residents of the state of Colo-
rado who have a common bond o~ employment or association 
may execute in triplicate a~\i,qles of incorporation, setting 
forth therein the terms by which they agree to be bound. 
The articles shall state the name and address of the proposed 
credit union; the names and addresses of the incorporators; 
Eliminated from C.R.S. 
38-1-1 (1) is unnecessary 
terminology. Language has 
also been added to provide a 
more concise definition of 
the functions of a credit 
union. 
The amendments to C.R.S. 
38-1-1 (2) (b) would make it 
more difficult to organize 
a credit union than it has 
been in the past by the addi-
tional specification that 
the incorporators must have 
a "common bond of employment 
or association" before 
articles of incorporation 
can be executed. The changes 
the number of shares subscribed by each incorporator; and 
the term of existence of the corporation, which may be 
perpetual. The par value of each share of any credit union 
shall be five dollars. 
(c) The incorporators shall prepare in triplicate pro-
posed by-laws for the governing of the credit union, con-
sistent with the provisions of this article, on standard 
forms approved by the state bank commissioner, and shall 
define therein the proposed eligibility ~equirements for 
membership. 
(3) The articles of incorporation and the by-laws shall 
be filed with the commissioner in triplicate upon the payment 
of a filing fee of five dollars. Within thirty days after 
such filing and payment of such fee, the commissioner shall 
determine whether the same conform to the provisions of this 
article, and whether such a credit union would benefit the 
members and proposed members thereof, consistent with the 
purposes of this article. 
(4) Upon approval of such articles and by-laws by the 
also remove the "grandfather• 
provision allowing the par 
value of shares of a credit 
union to be less than five 
dollars per share. 
C.R.S. 38-1-1 (2) (c) and 
sections 38-1-1 (3), (4), (5), 
(6) have been amended to make 
the incorporation procedure 
of credit unions more consist-
ent with the procedures fol-
lowed by other newly formed 
financial institutions in 
Colorado. 
cttnmi•sictMr, he shall issue a certificate of approval iff 
tripiicit• and attach a copy thereof to each copy of the 
said articles of incorporation. The incorporators shall then 
file approved articles with the secretary of state pursuant 
to the •Colorado Corporation Code•. A copy of the articles, 
certified by the secretary of state, shall be filed with the 
commissioner. 
(5) After the said certified copy of articles of in-
corporation have been filed with the commissioner, he shall 
issue a- charter for such credit union, at which time the 
credit union shall become a body corporate having the powers 
enumerated in section 31-2-1, C.R.S. 1963, except as other-
wise provided or limited in this article. 
(6) The by-laws approved by the commissioner shall 
then be adopted by the initial board of directors of the 
credit union. 
SECTION 2. 38-1-2, Colorado Revi,ii Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENOMeJTS, to read: 
38-1-2. By-laws of credit_ . .unions. The commissioner 
With the exception of certain 
individual facets of organi-
zation and procedure, the 
recoDDDended amendments to 
C.R.S. 38-1-2 would require 
shall cause to be prepared a standard form of by-laws. con-
sistent with this article. to be issued to all credit unions. 
All credit unions organized on or after the effective date 
of this subsection, as amended, shall operate under the 
standard by-laws, except that each such credit union, subject 
to the approval of the commissioner, shall propose its own 
name, its field of membership, the number of members of its 
board of directors, its credit committee, and its supervisory 
committee, and provisions relative to times and places of 
meetings of the membership and of the board of directors and 
provisions relative to the conduct of elections and balloting 
of the credit union. Any and all amendments to the by-laws 
shall be approved by the commissioner before they become 
operative. 
SECTION 3. 38-1-4, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-4. Powers. (1) (a) A credit union shall have 
the following powers: 
(b) To receive the savings of its members either as 
all state chartered credit 
unions to operate under 
standard by-laws which would 
be prepared by the bank 
commissioner. Presently, 
the State Bank Commissioner 
has authority only to ap-
prove or disapprove of amend-
ments to existing by-laws 
which are not required to be 
standard. 
C.R.S. 38-1-4 (1) (e), and 
(f), as amended, would re-
strict the investment powers 
of credit unions in some 
respects and broaden these 
powers in other respects. 
payment on shares or as deposits. including the right to con-
duct Christmas clubs, vacation clubs,. and other such thrift 
organizations or plans within the membership. 
(c) To make loans to its members. 
(d) To make loans to other credit unions as provided 
in this article. 
(e) To deposit in state and national banks insured by 
the federal deposit insurance corporation; to invest in the 
shares or accounts of savings and loan a.ssociations insured 
by the federal savings and loan insurance corporation; and, 
to an extent which shall not exceed twenty-five per cent of 
its paid-in capital, to invest in the shares and deposits of 
the central credit union organized pursuant to this article. 
Presently C.R.S. 38-1-4 (1) 
(e) restricts a credit 
union's investment power in 
savings and loan associations 
to an amount not to exceed 
"twenty-five per cent of its 
capital." {"Capital" is not 
now defined}. This restric-
tion was considered to be too 
rigid. particularly at times 
when it is difficult for 
credit unions to make loans 
to members, and has been re-
moved. However. C.R.S. 
38-1-4 ( l) (e) has been 
further amended to permit 
investment in .2nlY savings 
and loan assoclitions which 
are insured by the United 
States government. 
While the amended version of 
C.R.S. 38-1-4 (1) (e) · would 
retain the "twenty-five per 





(f) To invest in any of the following: Obligations of 
the United States or securities guaranteed or insured by any 
agency of \he United States; obligations of any state or 
territory ~f the United States, or of any political subdivi-
sion or instrumentality thereof, except revenue obligations 
issued to provide, enlarge, or improve electric power, gas, 
water, or sewer facilities, or any ~ombination thereof, is-
,ued by any city or town, or oth,~ ,tmtiar municipal corpo-
ration having a population of le11 \~~" flv@ \hQUS,and 
persons, as determined by the latest federal decennial cen-
cus; and, to an extent which shall not exceed ten per cent 
C0Jf1EHTS 
on investments in other 
credit unions, the new lan-
guage re-defines •capital" as 
"paid in capital• and pro-
vides that such investments 
shall be made only in the 
Central Credit Union. The 
old language, permitting in-
vestment in •other credit 
unions, organized pursuant to 
this chapter,• was considered 
too broad as it could be in-
terpreted to mean that one 
credit union could buy shares 
in another credit union. 
Section 38-1-4 (1) (f), 
presently allowing credit 
unions •to invest in any in-
vestment legal for savings 
banks or for trust funds in 
the state," was considered 
too broad, since it might 
allow credit unions to make 
unlimited investments in 
unsecured stocks, bonds, and 
other corporate securities. 
This provision was struck 
and new language was added 
which would restrict invest-
ments to obligations or 
securities in$ured by the U.S. 
government, state bonds, and 
certain municipal improvement 
bonds issued by municipali-
ties having a population of 
more than 5,000 persons. 
of its paid•in capital, in stocks, bonds, or other securities 
of any co~porat1on organized under the laws of any state of 
tho United Statst and listed on any national or regional stock 
tU(Chtnge. 
(g) 1o borrow money as provided in section 38-1-15. 
(h) To apply for and hold membership in a central credit 
union organized pursuant to this article, in any other cen-
tral credit union authorized to transact business in this 
ttate, and in any organization or assoc~ation of credit unions. 
(i) To acquire, through purchase or other lawful trans-
actions, and to hold title to real and personal property 
necessary and incidental to the operation of the credit union, 
•nd to sell, mortgage, or otherwise dispose of the same. 
Investment in stocks, bonds, 
and other corporate securi-
ties would be limited to ten 
per cent of paid-in capital. 
Presently, a credit union 
does not have power to hold 
title to real property. 
C.R.S. 38-1-4 (1) (i) would 
permit a credit union to 
purchase and hold property 
incidental to its operations~ 
e.g., office space or a 
building. A newly organized 
credit union frequently re-
1 ies on donated office space 
at the outset of operations. 
As its business grows, how-
ever, it is often necessary 
for the credit union to move 
to larger rented quarters. 
The recommended amendment 
would permit purchase of the 




(j) To exercise such incidental powers as shall be 
necessary to enable it to carry on effectively the business 
for which it is incorporated. 
SECTION 4. 38-1-5 (2), Colorado Revised Statutes 1963, 
is REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-5. Membership. (2) Credit union organization 
and membership other than that of a central credit union 
shall be limited to groups having a common interest or occu-
pation or association. A member of the immediate family of 
any person, who, under the provisions of this article, is 
eligible for membership in a credit union may also be admit-
ted to membership therein. •immediate family• means persons 
related by blood, by marriage, or adoption, who live together 
as one household. 
CQINENJS 
would permit a credit union 
to become a landlord, rent-
ing office space to other 
businesses. 
C.R.S. 38-1-4 (1) (j) has 
been added to cover inciden-
tal powers of credit unions 
which are necessary to their 
operations but which are not 
expressly delegated in this 
article. 
C.R.S. 38-1-5 pertains to 
membership in credit unions. 
The amendments to 38-1-5 (2) 
further refine the defini-
tion of the membership of a 
credit union by restricting 
membership solely to persons 
of the same occupational 
group or to those persons 
having some other common 
interest, such as a church 
group or club. The definition 
•immediate family" of a mem-
ber has also been defined to 
restrict membership to •per-
sons related by blood, by 
marriage or by adoption and 
living under one roof and as 
one household." The existing 
broad definition of "immedi-
ate family" could be interpre-
ted to mean anyone related to 
a member. 
SECTION 5. 38-1-6 (3), Colorado Revised Statutes 1963, 
is REPEALED AND RE-ENACTED, WITH AMENDMENTS, and said 38-1-6 
is further amended BY THE ADDITION OF NEW SUBSECTIOOS (4) AND 
(5), to read: 
38-1-6. Examinations - reports - powers of commissioner. 
(3) The commissioner may issue rules and regulations neces-
sary for the administration and enforcement of this article, 
and shall reference the same to the section or sections of 
this article to which they apply. Such .rules.and regulations 
shall be promulgated pursuant to the provisions of article 
16 of chapter 3, C.R.S. 1963, and a copy of such rules and 
regulations and of each order shall be mailed to each credit 
union in this state at least thirty days prior to the effec-
tive date thereof, except as to temporary or emergency 
rules. 
(4) Any person aggrieved and directly affected by any 
order of the commissioner may obtain judicial review thereof 
by filing an action for review in the district court for the 
judicial district in which any credit union affected thereby 
Added to the powers granted 
the State Bank Commissioner 
under section 36-1-6 are the 
following: 
Section 38-1-6 (3) empowers 
the bank commissioner to 
issue rules and regulations 
necessary for the administra-
tion of the credit union 
statutes, a power not present-
ly held. 
Section 38-1-6 (4) expressly 
grants credit unions the 
right of court review, as 
already provided by the Ad-
ministrative Code. 
Im 
is located, within thirty days after the date of issuance of 
such order • 
(5) The commissioner shall have the power to charge off 
the whole or any part of any asset of any credit union which 
could not be lawfully acquired by it, and to reduce the value 
of any asset of a credit union to its market value or to a 
reasonable value, if no market value can be established. If 
the losses of a credit union exceed its undivided earnings 
..,.. and reserve funds so that the reasonabl~ value of its assets 
~ 
~ is less than the total amount due the shareholders, the com-
missioner may order a reduction in the liability to each 
shareholder, dividing the loss proportionately among all 
shareholders. Any reduction from each share account shall 
be a specified percentage sufficient to correct the impaired 
condition and preserve the solvency of the credit union. 
If thereafter the credit union shall realize from such assets 
a greater amount than that fixed by the order of reduction, 
such excess shall be divided proportionately among the 
shareholders to whom liability was previously reduced, but 
C01f:1ENIS 
Section 36-1-6 (4) empowers 
the bank commissioner to de-
termine the current market 
value of assets held by 
credit unions and to require 
credit unions to maintain 
assets that are at least as 
great as liabilities. 
Im 
only to the extent of such reduction. 
SECTION 6. 38-1-7, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-7. Fiscal vear - meetings. The fiscal year of all 
credit unions shall end December.31 of each year. The annual 
meeting shall be held within forty-five days after the close 
of said fiscal year. Special meetings may be held in the 
manner indicated in the by-laws. At all meetings a member 
.... shall have but a single vote, whatever his share holdings. 
"' w 
There shall be no voting by proxy, but a member other than a 
natural person may cast a single vote through a delegated 
agent. 
SECTION 7. 38-1-8, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-8. Elections. At the annual meeting, or by bal-
loting by mail within thirty days before and ten days after 
the annual meeting, the credit union members shall elect a 
board of directors of not less than five members, a credit 
committee of not less than three members, and a supervisory 
Q)MMEHTS 
Removed from C.R.S. 38-1-7 
is the. requirement that amend-
ments to the by-laws of a 
credit union can only be adop-
ted at annual meetings of the 
membership. The amendment 
would permit the board of 
directors of a credit union to 
adopt amendments to the by-
laws, subject to the approval 
of the bank commissioner. 
Deleted from C.R.S. 38-1-8 
is the requirement that the 
members of a credit union 
have to be present at the 
annual meeting held to elect 
the board of directors and 
other officers. Instead, 
credit union members would be 
permitted to vote for offi-
cers by mail. Also provided 
is the election of alternate 
members to the credit commit-
tee to serve during the 
committee of not less than three members, all to hold office 
for such terms respectively as the by-laws provide and until 
successors are elected and qualify. In addition, 9ne or more 
,it,rnate members of the credit committee may be ~\~cted to 
~,;vein the absence of members of the credit committee. A 
rtcord of the names and addresses of the members of the board ...... - ,. 
and such committees and alternates and the officers shall be 
filed with the commissioner within ten days after their elec-
tion. 
SECTION 8. 38-1-9, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-9. Directors and officers. (1) (a) At their 
first meeting after the annual election, the directors shall 
elect from their own number a president, one or more vice-
presidents, a secretary, and a treasurer, of whom the last 
~w,o named may be the same individual. It shall be the duty 
qf \Rt 9'l~fc:j ~{ directors to have general management of the 
affai;$ of the credit union, particularly: 
temporary absence of regular 
members. The recolillllendation 
for voting by mail is based 
on statements of credit union 
officials, who pointed out 
that it is very difficult to 
get all the members of a 
credit union together at one 
time for the purpose of elec-
ting officers, particularly 
when the credit union is 
large and include1 employees 
of firms which have plants in 
several locations. 
The changes in 38-1-9 (1) 
{a) would clarify the time 
at which the board of direc~ 
tors shall elect its officers 
and would improve the termi-
nology of this section (e.g., 
specifying that a •secretary" 
instead of "clerk• shall be 
elected.) The amendatory 
language would also permit 
the election of more than one 
vice-president, as may be 
required by the size and 
scope of operations of indi-
vidual credit unions. 
(b) To act on applications for membership, or to ap-
point from among the membership of the credit union, one or 
more membership officers who may act on applications for 
membership. 
~ (c) To determine interest rates on loans and on de-
0' 
(J1 
posits, and to determine whether an interest refund shall be 
made to members in proportion to the interest paid by them 
during any given period, and to declare the rate of any such 
interest refund. Any such refund shall be paid from inter-
est income of the credit union prior to any transfer to 
reserves, and shall be paid to all members who paid interest 
to the credit union during the period and who were members 
of record of the credit union at the close of such period. 
(d) To fix the amount of the blanket surety bond which 
shall cover all elected and appointed officials and all 
CQftMENIS 
The new lan9uage of C.R.S. 
38-1-9 (1) {b) would permit 
the board of directors of a 
credit union to appoint mem-
bership officers to act on 
applications for membership 
on a day-to-day basis. The 
appointment of membership 
officers would serve as an 
improvement over the present 
procedure of delaying action 
on new applications until 
the monthly meeting of a 
credit union's board of direc-
tors. 
C.R.S. 38-1-9 (1) (c), as 
amended, would give the board 
of directors of a credit 
union legal authorization to 
refund to borrowers a portion 
of the interest paid on loans 
in years when the credit 
union is experiencing good 
returns on investments. 
C.R.S. 38-1-9 (1) (d), as 
amended, would require the 
board of directors to fix a 
employees of the credit union. Such blanket surety bond 
shall be in an amount equal to the assets of the credit 
union as of December 31 of the previous year, or one million 
dollars, whichever is less. 
..... (e) To declare dividends; and, subject to approval by 
a-a-
the commissioner, adopt amendments to the by-laws of the 
credit union. 
(f) To determine when any vacancy shall exist in the 
board of directors or in the credit committee and to fill 
vacancies in the board and in the credit committee until 
successors are elected at the next annual election and 
qualify, and to appoint one or more assistant secretaries 
or treasurers, or both, as needed, or to hire a general 
blanket surety bond for all 
officers and employees for 
an amount of 100 per cent of 
a credit union's assets or 
$1,000,000, whichever is 
less. Presently, the board 
of directors is permitted to 
fix the amount of the surety 
bond for officers and employ-
ees and, with the exception 
of the surety bond for the 
treasurer, the amount of the 
bond does not necessarily 
have to be correlated to the 
assets of the credit union. 
In addition to having the 
present power of declaring 
dividends, section 38-1-9 
(e), as amended, would permit 
the board of directors of a 
credit union to adopt amend-
ments to the by-laws, without 
requiring the prior approval 
of the credit union's member-
ship at the annual meeting. 
The amended version of C.R.S. 
38-1-9 (1) (f) provides that 
a board of directors has the 
authority to determine when a 
vacancy exists on the board 
of directors or on the credit 
committee. On occasion, a 
board or credit committee 
member will become inactive 
for a long period of time 
and the active members on the 
.... 
manager other than the treasurer. 
(g) To determine the maximum individual share holdings 
in the credit union, and the maximum amount of individual 
~ loans which can be made either with or without security. 
(h) To have charge of and supervise investments of 
credit union funds other than loans to members. 
(i) To permit the destruction of old records and files 
after a period of six years has elapsed or after the same 
have been recorded on microfilm or other reproduction pro-
cess. 
(j) To provide for compensation of necessary clerical 
and auditing assistance requested by the supervisory com-
mittee, and of loan officers appointed by the credit commit-
board have not had the power 
to dismiss the delinquent 
member and appoint a replace-
ment to serve until the next 
annual election. 
The changes also permit the 
board of directors to hire 
assistant treasurers, as 
needed, or to hire a general 
manager other than the 
treasurer. 
No substantive amendment. 
No substantive amendment. 
Since records and files are 
frequently kept on microfilm, 
C.R.S. 38-1-9 (1) (i), as 
amended, would allow records 
and files to be destroyed 
once they have been placed on 
permanent file by means of a 
reproduction process. 
Subsection (j) of C.R.S. 
38-1-9 (1) has been added to 
give the board of directors 
authority to provide compen-





tee, and to establish any salary which shall be paid to the 
treasurer or general manager. 
(2) The duties of the officers shall be as determined 
in the by-laws, except that the treasurer shall be the gen-
eral manager if none has been employed pursuant to subsection 
(1) (f) of this section. No member of the board of direc-
tors, except the treasurer serving as the general manager, or 
of either committee shall, as such, be compensated by the 
credit union. 
SECTION 9. 38-1-10, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-10. Credit committee. The credit committee shall 
have the general supervision of all loans to members. Ap-
plications for loans shall be on a form approved by the 
credit committee, and all applications shall set forth the 
purpose for which the loan is desired, the security, if any, 
offered, and such other data as may be required. Within 
the meaning of this section, an assignment of shares or de-
posit, or the indorsement of a note, may be deemed security. 
CPMMENTS 
auditing assistants. 
C.R.S. 38-1-9 (2) has been 
amended to provide explicitly 
that the treasurer serving 
as the general manager is the 
only member on the board of 
directors who can receive 
compensation. 
C.R.S. 38-1-10, as amended, 
would permit the credit com• 
mittee of a credit union to 
appoint loan officers and 
delegate loaning authority 
thereto. Action by the loan-
ing officers would be subject 
to review and approval of 
the credit committee. No more 
than one member of the credit 
committee can be appointed 
as a loan officer, in which 
case he shall not receive 
compensation or be employed 
by the credit union in any 
other capacity. The board of 
directors would be given au-
thority to appoint new mem-
bers to the credit committee 
.... 
At least a majority of the members of the credit corni~ittee 
shall pass on all loans and approval of any loan must be 
unanimous, except, that the credit committee may appoint one 
or more loan officers, and delegate to the same the power to 
approve loans which are fully secured by the applicant's 
shares or which are within limits prescribed by the credit 
committee. Each loan officer shall furnish to the credit 
committee a record of each loan approved and each loan not 
yet approved by him, within seven days after ~he date of 
$ filing of the application therefor. All loans not approved 
by a loan officer shall be considered by the credit commit-
tee. No individual shall have authority to disburse funds 
of the credit union for any loan which has been approved by 
him in his capacity as a loan officer. Not more than one 
member of the credit committee may be appointed as a loan 
officer, and no member of the credit committee shall receive 
any compensation as a loan officer or be employed by the 
credit union in any other capacity. The credit committee 
shall meet as often as may be necessary after due notice to 
each member. Vacancies in the credit committee shall be 
to fill vacancies, in accord-






filled pursuant to section 38-1-9 (1) (f). 
SECTION 10. 38-1-11, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-11. Supervisory committee. (1) (a) The super-
visory committee shall: 
(b) Make, or cause to be made, an examination of the 
affairs of the credit union at least quarterly, including an 
annual audit of its books, which audit may be made at any 
time during any quarter and which will serve ·as the examina-
tion for that quarter, and, in the event said committee 
feels such action to be necessary, it shall call the members 
of the credit union together thereafter and submit to them 
its report; 
(c) Make an annual report and submit the same at the 
annual meeting of the members; 
(d) By unanimous vote of the committee, if it deems 
such action to be necessary for the proper conduct of the 
credit union, suspend any officer or officers of the credit 
union, or any director or directors, or any member or 
CQMMENTS 
C.R.S. 38-1-11 (1) (b) and 
(c), as amended, would 
strengthen the auditing au-
thority of the supervisory 
committees of credit unions 
by: (1) placing all the re-
guirements in subsection (1) 
(b); (2) providing for sur-
prise annual audits to be 
held at any time during the 
year; and (3) augmenting the 
auditing authority of the 
supervisory committee by the 
addition of the language "or 
cause to be made," which 
authorizes the committee to 
hire a certified public 
accountant to conduct both 
the quarterly and annual 
audits. 
In order to eliminate some 
of the problems concerning 
suspension of officers which 
have arisen in the past, 
C.R.S. 38-1-11 (1) (d), as 
amended, would require the 
supervisory committee to 
.... 
...J .... 
members of the credit committee, and shall call a special 
meeting of the members of the credit union not less than 
seven nor more than fourteen days thereafter to act on such 
suspension or suspensions. The members at said meeting may 
sustain any such suspen;ion and remove any such office~, 
director, or member of the credit union permanently and elect 
a successor thereto for the unexpired term of office or may 
reinstate any such person. 
(e) Biennially verify, or cause to be verified, the 
members• share, deposit, and loan accounts, either by calling 
in the passbooks, or by sending, or causing to be sent, a 
statement of account to each member. 
(2) By majority vote, the supervisory committee may 
call a special meeting of the members of the credit union to 
consider any violation of any provision of this article, the 
by-laws of the credit union, or any rule or requirement of 
the credit union, by any officer, director, member of any 
committee, or any member, which the committee deems to be 
detrimental to the credit union. The supervisory committee 
call a meeting of a credit 
union's membership to act on 
the suspension of any officer 
of the credit union. 
Language has been added to 
C.R.S. 38-1-11 (1) (e) to 
permit the supervisory commit-
tee to delegate authority to 
employees to verify, bienni-
ally, members' shares, de-
posits, and loan accounts and 
to send out statements thereon. 
New language in C.R.S. 38-1-11 
(2) defines more specifically 
than at present the conditions 
for calling a special meeting 
of a credit union's member-
ship by the supervisory com-
mittee. 
shall fill vacancies in its own membership until the next an-
nual election of the credit union. 
SECTION 11. 38-1-13, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-13. Minors. Shares may be issued and deposits re-
ceived in the name of a minor. A member who is a minor shall 
be entitled to withdraw or pledge any shares owned by him and 
to receive from the credit union any and all dividends, or 
other moneys, at any time the same become due~ in the same 
manner and subject to the same conditions as an adult, and 
any receipt or acquittance signed by such a minor shall con-
stitute a valid release and discharge to the credit union 
for the payment of such moneys. A credit union may contract 
and otherwise transact business with a minor member as if he 
were an adult, and such a minor shall not, by reason of his 
minority, be entitled to rescind, avoid, or repudiate such 
contract or other transaction, or the exercise of any right 
or privilege thereunder; except, that this provision shall 
not apply to any contract or transaction entered into after 
CQlRdENTS 
The revisions suggested for 
C.R.S. 38-1-13 are attempts 
to establish in the credit 
union statute that a minor 
has both the rights and obli-
gations of an adult member of 
a credit union when engaging 
in credit transactions. 
Limitations on both contrac-
toral obligations and minimum 
membership age are also pro-
vided for by the amendments 





a certified copy of an order of any court of competent juris-
diction appointing a guardian for such minor and prohibiting 
any such transaction has been filad with the credit unicn. 
The board of directors of the credit union may provide in the 
by-laws of the credit union a minimum age of any minor to be 
eligible for membership in the credit union and to vote at 
any meeting of the members. 
SECTION 12. 38-1-15, Colorado Revised Statutes 1963, 
is REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-15. Power to borrow and loan money. A credit 
union may borrow from any source a total sum which shall not 
exceed fifty per cent of its paid-in shares and deposits. 
No credit union shall loan more than ten per cent of its 
assets to another credit union. 
CQM'AENTS 
The amendatory language of 
C.R.S. 38-1-15 would re-
strict a credit union from 
borrowing amounts in excess 
of 50 per cent of its "paid-
in shares and deposits;" 
removed is the reference to 
a credit union's •assets.~ 
The present provision, stipu-
lating merely that a credit 
union cannot borrow in ex-
cess of "50% of its assets,• 
was considered too vague and 
insufficient to prohibit a 
credit union from pyramiding 
its assets in order to borrow 
more money than it can 
easily repay. It was pointed 
out, for example, that the 
SECTION 13. 38-1-16, Colorado Revised Statutes 1963, 
is REPEALED ANO RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-16. Loans. A credit union may make loans to mem-
bers subject to the provisions of this article and the by-laws 
of the credit union. A borrower may repay his loan in whole 
or in part any day the office of the credit union is open for 
business. Upon the approval of both the credit committee 
and the board of directors, a director, officer. or member of 
the supervisory or credit committee may borrow from the 
credit union in which he holds office beyond the amount of 
his shares and deposits in said credit union. No director, 
officer, or member of the supervisory or credit committee 
may endorse any evidence of indebtedness for any other bor-
rower. 
SECTION 14. 38-1-17, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-17. Reserves. (1) (a) All entrance fees, and any 
CQM\IENTS 
"assets" of a credit union 
increase each time an amount 
of money is borrowed. 
Old language has been stricken 
and new language has been ad-
ded to C.R.S. 38-1-16 for 
clarification of the sections 
provisions. There are no 
substantive changes. 
The following substantive 
amendments have been added 
to C.R.S. 38-1-17: 
C.R.S. 38-1-17 (1) (a) 
I 
fines which may be provided in the by-laws for failure to 
make payments on loans and shares when due, collected in any 
month, shall be transferred to the general reserve fund at 
the end of that month. At the close of each dividend period, 
and before the declaration of any dividend for such period, 
twenty per cent of the net earnings of the credit union ac-
cumulated during such period, or so much thereof as necessary, 
shall be transferred to the general reserve fund until such 
fund, at the close of such period, equals twenty per cent of 
the total amount of loans then outstanding. 
(b) Such reserve fund shall be used by the credit union 
as a reserve against bad debts and other losses, and shall 
be distributed only in the process of liquidation of the 
credit union. If, at the end of any fiscal year, the amount 
of said reserve fund shall exceed twenty per cent of the 
total amount of loans then outstanding, the board of directors 
requires credit unions to 
establish a reserve fund in 
which 20 per cent of net 
earnings at the end of all 
dividend periods are placed 
in reserve until 20 per cent 
{instead of 15 per cent, as 
required by the present pro-
vision) of the total amount 
of loans outstanding at the 
end of each dividend period 
is attained. Additional 
amounts are required.to be 
deposited at the end of each 
dividend period in order to 
maintain this 20 per cent 
figure in the reserve fund. 
Deleted in the amended ver-
sion are references to the 
average of the amount of 
loans outstanding in the last 
three fiscal years, upon 
which three year average the 
amount of the reserve fund is 
presently based. 
C.R.S. 38-1-17 (l) (b) per-
mits the board of directors 
to transfer to undivided 
earnings any amount in the 
reserve fund which is found 
to be in excess of the re-
guirements of subsection (l) 





may authorize the transfer of such excess to the undivided 
earnings account of the credit union. 
(2} (a) In addition to the general reserve fund estab-
lished pursuant to subsection (1) of this section, each 
credit union shall establish a special reserve fund and, at 
the time of making such transfers pursuant to subsection (1) 
of this section, and prior to the declaration of any divi• 
dend, transfers from net or undivided earnings shall be made 
so that the special reserve fund shall equal -the total of ten 
per cent of unpaid balances on loans which are delinquent 
for more than two months but less than six months, plus 
twenty-five per cent of unpaid balances on loans which are 
delinquent for six months or more but less than twelve 
months, plus eighty per cent of unpaid balances on loans 
which are delinquent for twelve months or more. If the re-
quired amount to be transferred to the special reserve fund 
shall exceed the remaining net earnings and undivided earn-
ings, only such remainder shall be transferred at that 
time to such special reserve fund. 
Q;>ftMEMIS 
C.R.s. 38-1-17 (2) (a) pro-
vides for the establishment 
of a special reserve fund 
(in addition to the general 
reserve fund above) in which 
amounts deposited therein are 
directly correlated to the 






(b) If, at the end of any dividend period, the amount 
in the special reserve fund exceeds the amount required by 
paragraph (a} of this subsection, the board of directors may 
authorize the transfer of such excess to the undivided earn-
ings account of the credit union. 
SECTION 15. 38-1-18, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-18. Dividends. Annually or semiannually, as the 
by-laws may provide, and after provision for the required re-
serves, the board of directors may declare a dividend not to 
exceed six per cent per annum on each share, to be paid from 
the undivided earnings, which dividend shall be paid on all 
shares outstanding at the end of the dividend period. Shares 
which become fully paid up during such dividend period shall 
be entitled to a proportional part of said dividend. Divi-
dend credit for any month may be accrued on shares which are 
or which become fully paid up during the first five days of 
that month. 
C01RmfTS 
C.R.S. 38-1-17 (2) (b) per-
mits the board of directors 
to transfer to undivided 
earnings any amount in the 
special reserve fund which is 
found to be excess of the re-
quirements of subsection (2) 
la) of section 17. 
The amendments to C.R.S. 
38-1-18 would permit divi-
dends on undivided earnings 
to be declared on either an 
annual or semiannual basis, 
instead of only on an annual 
basis. Also, shares paid up 
in full by the fifth of the 
month would earn dividends 
as if paid up in full on the 
first day of the month. 
SECTION 16. 38-1-19, Colorado Revised Statutes 1963, is 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-19. Exoulsion or withdrawal of members. A member 
may be expelled by majority vote of the board of directors 
if said board determines that the member has not for a period 
of six years or more, either increased or decreased the 
amount of his shares in or deposit with the credit union, ex-
clusive of dividend or interest credits thereon; or that for 
such time has failed to respond to the supervisory committee's 
efforts to verify his account; or that for such time has 
failed to attend an annual membership meeting or cast a bal-
lot in any annual election; or that for such time has failed 
to correspond or otherwise indicate any interest in or 
knowledge of his shares or deposit. Any member may withdraw 
. from the credit union at any time, but notice of withdrawal 
may be required in the by-laws. All amounts paid on shares 
or as deposits of an expelled member or withdrawing member, 
together with any dividends or interest accredited thereto, 
to the date thereof, as funds become available and after 
CQI.MENTS 
The amendments to C.R.S. 
38-1-19 would permit the 
board of directors (instead 
of the credit union's mem-
bership) to expel and close 
the accounts of members if 
they have been inactive for 
a period of six years. If an 
expelled member cannot be 
located, the amendment further 
provides for the transfer of 
the outstanding shares and 
earnings to accounts payable 





deducting all amounts due from the member to the credit union, 
shall be paid to such member. The credit union may require 
sixty days' written notice of intention to withdraw shares 
and thirty days' written notice of intention to withdraw de-
posits. Withdrawing or expelled members shall have no further 
rights in the credit union but shall not, by such expulsion 
or withdrawal, be released from any remaining liability to 
the credit union. If any expelled member cannot be located 
at his last known address, his shares and dep·osit accounts may 
be closed and the funds therefrom transferred to an account 
payable whereupon no dividends or interest shall further ac-
crue. 
SECTION 17. 38-1-20, Colorado Revised Statutes 1963, is· 
REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-20. Suspension - liquidation - procedures. (1) 
(a) If it shall appear that any credit union is insolvent, 
or that it has willfully violated any provision of this 
article, or that it is operating in an unsafe or unsound 
manner, the commissioner may issue his order for such credit 
CQ1JMENIS 
The old language of C.R.S. 
38-1-20, pertaining only to 
voluntary liquidation, has 
been stricken in its entirety 
and new language has been 
recommended for adoption. 
Section 20, as amended, would 
streamline the procedure to 




union to show cause why its operations should not be suspended 
until such insolvency, violation, or manner of operation is 
rectified, and afford the credit union an opportunity for a 
hearing not less than ten days nor more than twenty days after 
such order. Such order shall be in writing and delivered by 
registered or certified mail. If the credit union fails to 
answer such order or if any officer or director of or attorney 
for the credit union fails to appear at the time set for the 
hearing, the commissioner either may revoke the certificate 
of incorporation of the credit union, or may order the immedi-
ate suspension of operations of the credit union except the 
collection of payments on outstanding loans or other obliga-
tions due the credit union, or both, and may enforce any 
such order by an action, filed in the district court of the 
judicial district wherein the principal office of the credit 
union is located, seeking to enjoin further operations or to 
appoint a receiver for such credit union. 
(b) Any credit union to which an order to show cause 
has been issued pursuant to paragraph (a) of this subsection, 
CQMMEflS 
and involuntary liquidation 
of credit unions by the State 
Bank Commissioner and would 
incorporate some of the 
present language of section 
20 relative to the procedure 
for voluntary liquidation. 
.... 
a> .... 
may include with any answer or may present at any hearing 
resulting from such order its proposed plan to continue oper-
ations and rectify 'the insolvency, violation,· or mannal:' vf 
operation specified in said order; or the credit union may 
request that it be dissolved and liquidated and a liquidating 
agent be appointed by the commissioner. Any credit union may 
request a stay of execution of any order of the commissioner 
revoking its certificate of incorporation or suspending its 
operations, by filing an action in the district court for the 
judicial district in which the principal office of the credit 
union is located, within ten days after the issuance of such 
order. 
(c) If the commissioner revokes the charter of the 
credit union, he shall appoint a liquidating agent to liqui-
date the assets of the credit union pursuant to subsection 
(3) of this section. 
(2) Any credit union may be voluntarily dissolved and 
liquidated upon majority vote of the entire membership 
thereof at a meeting especially called for the purpose, or 
at the annual meeting where notice of such proposed action is 
mailed to the members at least thirty days prior to such 
meeting. In either event, a copy of the notice shall be de-
livered to the commissioner not less than ten days prior to 
such meeting. Any member of a credit union may cast his bal-
lot for or against such dissolution and liquidation by mail 
within twenty days after such meeting. If a majority of the 
members of the credit union vote in favor of dissolution and 
liquidation, the board of directors, within five days after 
the close of voting, shall notify the commissioner of such 
action and specify the names and addresses of the directors 
and officers of the credit union who will conduct the disso-
lution and liquidation of the credit union. Upon such 
favorable vote, the credit union shall cease to do business 
except for the collection of payments on outstanding loans 
or other obligations due the credit union. 
(3) Under any procedure to dissolve and liquidate a 
credit union pursuant to subsections (1) or (2) of this 
section, the credit union shall continue in existence for 
the purpose of discharging its debts, collecting and dis-
tributing its assets, and doing all acts required in order 
to wind up its business, and it may sue and be sued for the 
enforcement of its debts and operations until its affairs 
are fully adjusted in liquidation. The assets of the credit 
union shall be used to pay, first, the expenses incidental to 
liquidation; second, liabilities dua non-members; and third, 
deposits and savings club accounts. Any remaining assets 
shall be distributed to the members proportionately to the 
shares held by each member as of the date of dissolution. 
(4) Upon the liquidation and distribution of all assets 
of the credit union which may be reasonably expected to be 
collectible, the board of directors or the liquidating agent, 
as the case may be, shall execute in duplicate a certifi-
cate of dissolution, prescribed by the commissioner, and 
file the same with the secretary of state, who shall deliver 
a copy of the same to the commissioner, whereupon, the 
credit union shall be dissolved. 
CQNMENIS 
SECTION 18. 38-1-21, Colorado Revised Statutes 1963, 
is REPEALED AND RE-ENACTED, WITH AMENDMENTS, to read: 
38-1-21. Change in place of business. A credit union 
may change its place of business to a location outside of 
the county or city and county in which previously located 
upon receiving written permission therefor from the commis-
sioner. A credit union may change its place of business 
within the county or city and county in which previously lo-
cated by providing written notice of the new.address and 
the effective date of such change to the commissioner. 
SECTION 19. Effective date. This act shall take ef-
fect July 1, 1967. 
SECTION 20. Safety clause. The general assembly here-
by finds, determines, and declares that this act is neces-
sary for the immediate preservation of the public, peace, 
health, and safety. 
The existing provisions of 
C.R.S. 38-1-21 merely stipu-
late that a credit union shall 
submit written notice to the 
bank commissioner if it in-
tends to change its place of 
business. Section 21, as 
amended, would retain this 
provision, but only if a 
credit union changes its lo-
within the same county or 
city and county. Additional 
language would require a 
credit union, wishing to re-
locate in a different county 
or city and county, to obtain 
the written permission of the 
bank commissioner, who would 
have the authority to approve 
or reject plans for the move 
after considering the merits 
of the proposal. 
BILL}} 
A BILL FOR AN ACT 
1 CONCERNING THE SOLICITATION AND ACCEPTANCE OF FUNDS FRCM THE 
2 PUBLIC IN THIS STATE. 
3 ~ ll enacted !?I. the General Assembly .2£. the State of Colorado: 
4 SECTION 1. Legislative declaration. The general assembly 
~ hereby declares that the solicitation and accepting of funds 
6 from the public for use in the business of making loans are 
7 affected with a public interest, and the provisions of this act 
8 are enacted in the exercise of the police powers of the state 
9 to protect the investment of.the moneys of the people of this 
10 state and to prevent deception, fraud, and misrepresentation in 
11 the solicitation, acceptance, use, and repayment of such moneys 
12 and earnings thereon. 
13 SECTION 2. Definitions. (1) As used in this act• unless 
14 the context requires otherwise, the following words -and phrases 
1~ shall have the following meanings: 
16 (2) "Person engaged in the business of making loans" means 
17 any individual, partnership, association, trust, corporation. or 
18 any other legal entity making more than five loans of money in 
19 any consecutive twelve-month period, regardless of the amount of 
20 any such loan and regardless of the rate of interest, amount of 
21 charges, or consideration therefor; except, that said term shall 
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1 not include any bank, trust company subject to article 16 of 
2 chapter 14, C.R.S. 1963, savings and loan association, credit 
3 union, pawnbroker, or insurance company licensed and regulated 
4 pursuant to the laws of this state. 
5 (3) "Solicitation or acceptance of funds from the public" 
6 means the solicitation by public media or by mail or by any ad-
7 vertisement on or off the premises of the solicitor, of funds 
8 from the general public, or the acceptance of funds from fif-
9 teen or more persons, for use in the business of making loans. 
10 (4) "Loan" or "loan of money" means the amount of money 
11 advanced to or for and on behalf of a borrower, including the 
12 amount required to retire an existing loan, insurance premiums, 
13 and costs incurred for and on behalf of the borrower in connec-
14 tion with the making of a loan, but not including any interest 
15 or time charges based upon the amount so advanced. 
16 (5) "Commissioner" means the state bank commissioner. 
17 SECTION 3. Solicitation or acceptance of funds from public -
18 requirements - exceptions. (1) (a) No person engaged in the 
19 business of making loans. in this state shall solicit or accept 
20 funds from the public in this state, other than in connection 
21 with the sale of common stock, unless prior to the acceptance 
22 of any such funds said person meets the following requirements: 
23 (b) Inform in writing, either on the instrument which is 
24 the evidence of indebtedness or on a separate loan agreement 
25 entered into prior to execution of such evidence of indebted-
26 ness, the person from whom funds are to be accepted that the 
27 transaction is an unsecured loan and not a demand, time, or 
28 savings deposit of any type; that any funds so accepted will not 
29 
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1 be insured by any state or federal governmental agency;,the pur-
2 pose or proposed use of said funds; the priority or rights of 
3 the holder of the evidence of indebtedness, including but not 
4 limited to whether or not the same is or may be subordinated to 
5 other indebtedness of the person accepting such funds, the 
6 assignability of the same, and if and when the same may be call-
7 able; that the general creditors of the person accepting said 
8 funds may have claims on the assets of said person prior to said 
9 holder; and, if applicable, that some of the assets of the per-
10 son accepting such funds are or may become security or pledged 
11 for the payment of other indebtedness of said person. 
12 (2) Any person engaged in the business of making loans in 
13 this state who solicits or accepts funds from the public shall 
14 file with the connnissioner not later than July 1, 1967, and July 
15 1 of each year thereafter in which funds are solicited or accepted 
16 from the public, or, having been so solicited, are retained, ,the 
17 names, residence addresses, and business addresses of each owner, 
18 partner, associate, trustee, officer, and director, and of each 
19 stockholder owning directly or indirectly, ten per cent or more 
20 of the issued and outstanding capital stock of said business. In 
21 case of any change thereof, said person shall file with the com-
22 missioner within ten days after such change the new name, resi-
23 dence address, and business address of any such person. 
24 SECTION 4. Examinations - valuations of assets. (1) (a) 
25 The commissioner may, as often as he deems necessary, carefully 
26 examine the books, records, papers, assets, security interests, 
27 and liabilities of every kind and character owned by or relating 
28 to any person subject to the provisions of this act. The 
?Q 
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l commissioner shall keep himself sufficiently informed as to the 
2 financial condition and business methods of each such person, 
3 and shall make and file in his office as a public record, a 
4 correct report in detail disclosing the results of any such 
5 examination, and shall mail a copy thereof to the person exam-
6 ined. 
7 (b) If the conunissioner deems it necessary, he may examine 
8 the books, records, papers, assets, security interests, and the 
9 liabilities of any corporation the majority stock of which is 
10 owned directly or indirectly by any person subject to the provi-
11 sions of this act, or which is found by him to be controlled by 
12 said person, relative to the business affairs of such person. 
13 (c) The connnissioner shall collect from each person subject 
14 to the provisions of this act, for each such examination, a fee 
1~ of fifty-five dollars for each examiner for each day actually and 
16 necessarily spent in such examination. 
17 (2) If the connnissioner determines that any asset of any 
18 person subject to the provisions of this act is not fairly valued 
19 on the books of said person, he shall revise the same to reflect 
20 a fair value and any reduction therein shall be charged against 
21 the capital and surplus of such person. 
22 (3) If the commissioner shall determine that any person 
23 subject to the provisions of this act has deviated or intends to 
24 deviate from any disclosure made pursuant to section 3 (1) (b) 
25 of this act, the connnissioner shall innnediately issue to said 
26 person his order to cease and desist from such deviation and may 
27 enforce such order by injunctive action or application for re-
28 ceivership as provided in this act. 
29 
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l SECTION 5. Receivership. If the commissioner determines 
2 it is necessary for the protection and preservation of funds of 
3 the public solicited or accepted by any person subject to the 
4 provisions of this act, he may, through the attorney general, 
5 bring an action in any district court of this state to impound, 
6 and to appoint a receiver for, the property and business of such 
7 person, including the books, papers, documents, and records per• 
8 taining thereto, or so much thereof as the court may deem reason-
9 ably necessary to protect and preserve such funds of the public. 
10 Any such receiver, when appointed and qualified, shall have 
11 powers and duties as to custody, collection, administration, 
12 payment, winding up, and liquidation of said property and busi-
13 ness as shall be conferred by the court. 
14 SECTION 6. Injunctions. Whenever it appears to the cotmnis-
15 sioner that any person has violated, is violating, or is about 
16 to violate, any provision of this act, he may, through the attor-
17 ney general, apply for and obtain, in an action in any district 
18 court of this state, a temporary restraining order, or injunc• 
19 tion, or both, pursuant to the Colorado rules of civil procedure, 
20 prohibiting such person from continuing such violations or from 
21 doing any act which would constitute a violation. 
22 SECTION 7. Persons prohibited from soliciting or accepting 
23 funds from the public. No person shall solicit or accept funds 
24 from the public where any owner, officer, director, trustee, 
25 partner, or associate, or any shareholder owning directly or 
26 indirectly ten per cent or more of the issued and outstanding 
27 stock thereof, has been convicted of a felony in this or any 
28 other jurisdiction, or of a crime which if committed in this 
29 
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l state would constitute a felony, unless the commissioner shall 
2 have first determined that the person so convicted has since 
3 been rehabilitated or shall otherwise determine that any funds 
4 solicited or accepted from the public will not be the subject 
5 of deception, fraud, or misrepresentation by such person. For 
6 the purposes of this section, the entry and acceptance of a. plea 
7 of nolo contendere shall be considered as a conviction. 
8 SECTION 8. Violations - penalties. (1) Except as provided 
9 in subsection (2) of this section, any person who intentionally 
10 violates any provision of this act shall be guilty of a misde-
11 meanor and upon conviction, shall be punished by a fine of not 
12 more than one thousand dollars, or by imprisonment in the county 
13 jail for not more than one year, or by both such fine and im-
14 prisonment. 
1~ (2) If it be shown on the trial of a case involving a 
16 violation of this act that the defendant has been twice before 
17 c.onvicted of an offense under this act, he shall, upon his third 
18 conviction be guilty of a felony and punished by imprisonment in 
19 the state penitentiary for not less than one year nor more than 
20 five years. 
21 (3) For the purposes of this section, any 1officer, director, 
22 agent, or employee of any corporation who knowingly and intention-
23 ally performs any act or assists in the performance of any act 
24 which constitutes a violation of this act, or fails and refuses 
25 to comply with any requirement of this act, shall be prosecuted 
26 for and may be convicted of the offense. 
27 SECTION 9. Applicability of act. The provisions of this 
28 act shall apply only with regard to that portion of any business 
29 
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1 of making loans which is transacted affecting funds solicited 
2 or accepted on or after July 1, 1967. 
3 SECTION 10. Effective date. This act shall take effect 
4 July 1, 196 7. 
5 SECTION 11. Safety clause. The general assembly hereby 
6 finds, determines, and declares that this act is necessary for 

























A BILL FOR AN ACT 
1 CONCERNING TRUST COMPANIES. 
2 Be it enacted E.I, the General Assembly of the State of Colorado: 
3 SECTION 1. Short title. This act, with amendments and 
4 additions thereto, shall be known and may be cited as "The Colo-
~ rado Trust Company Act". 
6 SECTION 2. Definitions. (1) As used in this act, unless 
7 the context otherwise indicates: 
8 (2) "Trust company" means a company organized pursuant to 
9 or subject to regulation by the provisions of this act. 
10 (3) "Court trust" means a trust company acting under ap-
11 pointment, order, or decree of any court, as executor, adminis-
12 trator, guardian, conservator, assignee, receiver, depositary, 
13 or trustee, or receiving on deposit money or property from a 
14 public administrator, under any provision of this act, or from 
15 any executor, administrator, guardian, conservator, assignee, 
16 receiver, depositary, or trustee, under any order or decree of 
17 any court. 
18 (4) "Private trust" means every trust, agency, fiduciary 
19 relationship, or representative capacity, other than a court 
20 trust. 
21 (5) "Commissioner" means the state bank commissioner. 
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1 SECTION 3. Powers of trust companies. (1) (a) Each trust 
2 company shall have power: 
3 (b) To act, or to be appointed by any court to act, in like 
4 manner as an individual, as executor, administrator, guardian, 
5 or conservator of estates, assignee, receiver, depositary, trustee, 
6 custodian, or in any other fiduciary or representative capacity 
7 for any purpose permitted by law; 
a (c) To act as transfer agent or registrar of corporate 
9 stocks and bonds; 
10 (d) To purchase, invest in, and sell stocks, bonds, mort-
11 gages, and other securities for the account of court or private 
12 trusts; 
13 (e) To accept and execute any trust business permitted by 
14 any law of this or any other state or of the United States to be 
1!> taken, accepted, or executed by an individual; 
16 (f) To take oaths and execute affidavits by the oath or 
17 affidavit of its president, vice-president, secretary, assistant 
18 secretary, manager, trust officer, or assistant trust officer; 
19 (g) To do and perform all acts necessary to exercise the 
20 powers enumerated in this section. 
21 (2) A trust company shall not engage in any banking business 
22 by accepting deposits or making loans. 
23 (3) A trust company may invest its capital and surplus in 
24 stocks, bonds, mortgages, and other securities. 
25 SECTION 4. Organization of trust companies. (1) Any number 
26 of persons, not less than five, may associate together for the 
27 purpose of forming a trust company in accordance with the provi-
28 sions of this act. 
29 
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1 (2) The persons so associating shall execute articles of 
2 incorporation as provided by section 31-3-2, c.a.s. 1963. 
3 SECTION 5. Application for charter - fee. (1) The incor-
4 porators shall make application to the COlllllissioner for a charter. 
5 The application shall be on forms prescribed by the commissioner 
6 and shall contain such information as the coomiasioner may require. 
7 (2) Each application for charter shall be accompanied by an 
8 application fee of two hundred and fifty dollars made payable to 
9 the state treasurer. No portion of said application fee shall be 
10 refunded. 
11 SECTION 6. Procedure for granting or denying charter. (1) 
12 (a) Within sixty days following the filing of the application 
13 for charter, the commissioner shall make or cause to be made a 
14 careful investigation to determine: 
15 (b) That the persons who will serve as directors or officers, 
16 insofar as such persons are known, are qualified by character and 
17 experience and that the financial status of the stockholders, 
18 directors, and officers is consistent with their responsibilities 
19 and duties; 
20 (c) That the name of the proposed company is not deceptive-
21 ly similar to that of another trust company, or otherwise mis-
22 leading; 
23 (d} That the capital and surplus are not less than the re-
24 quired minimtUD.; 
25 (e) The need for trust facilities or additional trust facil-
26 ities, as the case may be, in the connnunity where the proposed 
27 trust company is to be located; 
28 (f) Such other facts and circumstances bearing on the pro-
29 
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1 posed trust company and its relation to the locality as in the 
2 opinion of the commissioner may be relevant. 
3 (2) (a) Within ninety days of the filing of the applica-
4 tion, the commissioner shall conduct a public hearing to con• 
, sider the application. At least thirty days prior to such hear-
6 ing, the commissioner shall give written notice thereof to all 
7 persons doing a trust business in the community in which the pro-
8 ,posed trust company is to be located, and to such other persons 
9 as he may designate. At such hearing the applicants shall have 
10 the burden of proving: 
11 (b) That the public convenience and advantage will be pro-
12 moted by the establishment of the proposed trust company. 
13 (c) That conditions in the locality in which the proposed 
14 trust company will transact business afford reasonable promise 
1, of successful operation. 
16 (d) That the trust company is being formed for no other 
17 purpose than the legitimate objects contemplated by this act. 
18 (e) That the applicants have complied with all of the ap-
19 plicable provisions of this act. 
20 (3) Within thirty days after the date of the conclusion of 
21 the hearing, the commissioner shall grant a charter to the appli-
22 cants if he determines that the requirements of subsections (1) 
23 and (2) of this section have been met. 
24 (4) If the proposed trust company fails to open for busi-
25 ness within six months after the date of granting the charter, 
26 the privilege of transacting business shall terminate. The com-
27 missioner, for good cause and upon written application filed 
28 prior to the expiration of such six month period• m&J' extend the 
29 
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1 time within which the trust company may open for business. 
2 SECTION 7. Capital stock - amount. No trust company shall 
3 be incorporated for any of the purposes enumerated in this act, 
4 or possess the rights and franchises provided under this act, 
5 unless it shall have paid in capital stock of two hundred and 
6 fifty thousand dollars when located in a city or town having a 
7 population of one hundred and fifty thousand or more; one hundred 
8 thousand dollars when located in a city or town having a popula-
9 tion less than one hundred and fifty thousand and more than fifty 
10 thousand; and fifty thousand dollars when located in a city or 
11 town having a population of fifty thousand or less; and before 
12 proceeding to transact business under this act a sworn statement 
13 signed and sworn to by the president and secretary of the com-
14 pany shall be filed with the secretary of state to the effect 
15 that such capital has been paid up in cash, and all the provisions 
16 of this act complied with, and the same be fully paid in. 
17 SECTION 8. Discontinuing trust business. Whenever any cor-
18 poration desires to discontinue doing a trust business, it shall 
19 furnish to the commissioner satisfactory evidence of its release 
20 and discharge from all the obligations and trusts which it has 
21 assumed or which have been imposed upon it by law. Thereupon the 
22 commissioner shall revoke the corporation's charter and there-
23 after such corporation shall not be pennitted to use the word 
24 "trust" in its corporate name, or in connection with its business. 
25 SECTION 9. No loans to officers. No loan shall be made by 
26 a trust company directly or indirectly to any trustee, director, 
27 or officer thereof, and no loan shall be made upon the stock of 
28 the company. 
29 
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1 SECTION 10. Laws governing individuals apply. (1) In the 
2 exercise by a trust company of its powers as guardian, executor, 
3 administrator, or conservator, or of any office or duty imposed 
4 by any court, the company shall be subject to the same responsi-
5 bilities, liabilities, and penalties as an individual acting in 
6 like capacity, and the company shall have the same powers and 
7 shall receive the same compensation as fixed by law for individ-
8 uals acting in like capacity. 
•. 
9 (2) The exercise of the other powers and the perfonnance of 
10 the other duties by the company may be as to compensation and 
11 otherwise matters of contract with the parties interested. 
12 SECTION 11. Investments. (1) Every trust company shall 
13 keep all trust funds and investments separate and apart from the 
14 assets of the company, and all investments made by the company as 
15 a fiduciary shall be designated so that the trust or estate to 
16 which such investments belong may be clearly identified. 
17 (2) Every trust company holding trust funds awaiting in-
18 vestment or distribution may deposit or leave on deposit such 
19 funds with a state or national bank. Such funds shall not be de-
20 posited or left with the same corporation depositing or leaving 
21 on deposit such funds, nor with a corporation or association 
22 holding or owning a majority of the capital stock of the trust 
23 company making or leaving sue~ deposit, unless such corporation 
24 or association shall first pledge, as security for the deposit, 
25 securities eligible for investment by state banks that have a 
26 market value equal to that of the deposited funds. No security 
27 shall be required with respect to any portion of such deposits 
28 which is insured under the provisions of any law of the United 
29 States. 
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1 (3) (a) Every trust company acting in any capacity under 
2 a court or private trust, unless the instrument creating such 
3 trust provides otherwise, may cause any securities held by it 
4 in its representative capacity to be registered in the name of 
5 a nominee or nominees of the company. 
6 (b) Every trust company when acting as depositary or cus-
7 todian for the personal representative of a court or private 
8 trust, unless the instrument creating the trust provides other-
9 wise, may with the consent of the personal representative of the 
10 trust, cause any securities held by it to be registered in the 
11 name of a nominee or nominees of the company. 
12 (c) Every trust company shall be liable for any loss 
13 occasioned by the acts of any of its nominees with respect to 
14 securities registered under this subsection. 
1~ (d) No corporation or the registrar or transfer agent 
16 thereof shall be liable for registering or causing to be regis-
17 tered on the books of the corporation any securities in the name 
18 of any nominee of a trust company or for transferring or causing 
19 to be transferred on the books of the corporation any securities 
20 theretofore registered by the corporation in the name of any 
21 nominee of a trust company, as provided in this subsection, when 
22 the transfer is made on the authorization of the nominee. 
23 SECTION 12. Commissioner to examine trust companies - fees. 
24 (1) The cormnissioner shall examine the business and affairs of 
25 each trust company organized under this act at least once each 
26 year and at such other times and to such extent as he may deem 
27 necessary or advisable. The conduct of such examinations shall 
28 be governed by the provisions of section 14-2-8, C.R.S. 1963. 
29 
- 199 -
l (2) The commissioner shall collect from each trust company 
2 for every examination of said trust company the sum of seventy-
3 five dollars per examiner day or portion thereof required for the 
4 examination. 
5 SECTION 13. Penalty for noncompliance with the law. It 
6 shall be unlawful for any individual, partnership, or corpora-
7 tion to carry on or conduct in this state a trust company business 
8 or to advertise or hold himself or itself out as being engaged in 
9 or doing a trust company business, or to use in connection with 
10 his or its business the words "trust company" or words of similar 
11 import without first having complied with all the provisions of 
12 law relating to trust companies; nor shall the word "trust" be 
13 used as a part of the name of any business or institution unless 
14 organized and qualified under the statutes providing for the organ-
15 ization and supervision of trust companies. Any person, and all 
16 members of any partnership, and all officers and directors or 
17 trustees, of any corporation, violating this section shall be 
18 deemed guilty of a misdemeanor and subject to a fine not exceed-
19 ing one thousand dollars, or imprisonment in the county jail not 
20 to exceed one year, or both such fine and imprisonment. 
21 SECTION 14. 14-6-6 (2), Colorado Revised Statutes 1963 
22 (1965 Supp.), is amended to read: 
23 14-6-6. Bank investment - customer's orders. (2) A state 
24 bank may invest an amount not exceeding ten per cent of its capi-
25 tal and surplus in the stock of a corporation exclusively engaged 
26 in trust business and incorporated as a trust company under eee-
27 t!:l:efts-14-16-l-t!e-1:4-1:6-14;-:f:ftel:tts:f:ve; "THE COLORADO TRUST COMPANY 
28 ACT", provided every such investment shall be subject to prior 
29 
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1 approval of the banking board. 
2 SECTION 15. ReJ:?eal. Articles 15 and 16 of chapter 14, 
3 Colorado Revised Statutes 1963, as amended, are repealed. 
4 SECTION 16. Effective date. This act shall take effect 
5 July 1, 1967, but trust companies that are organized and exist-
6 ing in this state on the effective date of this act shall have 
7 until July 1, 1968, to comply with the provisions of this act. 
8 SECTION 17. Safety clause. The geQeral assembly hereby 
9 finds, determines, and declares that this act is necessary for 






















Virginia Statute Re Subrogation Clause in Auto Insurance 
The committee on financial institutions has recommended that 
consideration be given to the feasibility of regulating the inclu-
sion of subrogation clauses in automobile insurance policies. An 
example of a state statute prohibiting such clauses, a 1964 Virgin-
ia statute, is provided below: 
§ 38.1-381.2. Automobile liability medica{ bene-
fit insurer not to retain right of subroga ion 
to recover from third ~arty. -- On and after 
January one, nineteenundred sixty-five no policy 
or contract of bodily injury liability insurance, 
or of property damage liability insurance, which 
contains any representation by an insurance com-
pany that such company will pay all reasonable 
medical expense incurred for bodily injury caused 
by accident to the insured or any relative or 
other person coming within the provisions thereof, 
shall be issued or delivered by any insurer 
licensed in this State upon any motor vehicle 
then principally garaged or principally used in 
this State, if such insurer retains the right of 
subrogation to recove·r all amounts paid on behalf 
of an injured person under the provision of the 
policy from any third party. 
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